With Our Readers 


Sirs: 

Charles Benedict's article on Frank- 
lin D. Roosevelt in your issue of July 
6 is such a true and masterful summing 
up of the man and his measures that 
] am impelled to highly commend the 
author for writing it and your Maga- 
zine for its courage in publishing it. 

Many of us in the Middle West have 
felt that our press and most of our 
magazines have been far too lenient 
in handling matters pertaining to our 
Government especially the course being 
followed by the present Administration 
and we are highly pleased to see that 
at least one leading periodical has the 
courage to put before the public our 
true situation and the dangers which 
confront us as a nation. We are al- 
ready far on the road toward a dicta- 
torship, but your courage and recent 
happenings in Congress give us reason 
to hope that a halt is being called. Let 
the good work go on. We are with 
you——D. W. L., Minneapolis, Minn. 


Sirs: 

I have just read with a very great 
deal of interest Charles Benedict's arti- 
cle, “What Manner of Man is Frank: 
lin D. Roosevelt?” Your description 
of him seems to be the general measure 
in which he is held at the present time. 

One of my judicial friends years ago 
stated to me, “There is one court from 
which there is no appeal and that is the 
court of public opinion.” Through 
the press and the comments of indi- 
viduals the public records its conclu- 
sion. No man can successfully with- 
) stand it. 

» At the present time I am reading a 
book, “Ten Years of Plunder.” As I 
» have lived during the period mentioned 
© and have had rather an intimate knowl- 
© cdge of what took place, I can appre- 
ciate the possibility of a sincere desire 
5 upon the part of the President when he 
) came into power to correct some of the 
S abuses which are so graphically de- 
scribed in the book to which I refer. 
§ Unfortunately, instead of bending his 
efforts to bring back prosperity and 
provide for ‘© unemployed in that 
way, he seems .o have taken the im- 


© possible course of trying to bring about 


F impossible reforms at the present time 

and in an impractical way. All we can 

do is to hope for the best, and to give 

him a reminder from time to time of 

-_ opinion.”-—V. G. R., Media, 
a. 


Sirs: 

May I take the liberty of asking Mr. 
Charles Benedict: 

To whom is President Roosevelt a 
dangerous man? Is he dangerous to 
the twenty million people he has had 
to feed when the former administration 
absolutely refused to do this? Is he 
dangerous to honest business whom the 
N RA acted as a leader to pull out of 
the ditch? Is he dangerous to the little 
children whom he wants to take out of 
the factory? Is he dangerous to the 
poor women working in the sweat 
shops? Is he dangerous to all honest 
bankers whom he has tried in every 
way to serve and last, is he dangerous 
to labor, for whom he has tried to in- 
augurate fair practices and is he dan- 
gerous to even the utilities who have 
fought him with all of their power? 
He has asked only that they make legi- 
timate profit—L. K. A., Fort Smith, 
Ark. 


Sirs: 

The Securities and Exchange Com- 
mission has been of great service to the 
average investor, as it has given him 
an opportunity to take advantage of 
investment situations on unexpected 
news. A few weeks ago, I read in 
the morning paper of the unexpectedly 
good earnings of a corporation in which 
I have been interested for some time. 
Although I live many hundred miles 
from New York, I placed an order for 
a block of the stock before the market 
opened, and, contrary to the old 
scheme of things, the stock has steadily 
risen to higher levels. The close check 
kept on “insiders” by the SEC gave 
hundreds of investors an equal chance 
to buy this stock. In the old days, the 
stock in question likely would have 
risen to new high ground a week or two 
before the earnings were announced to 
the public, following which, profit tak- 
ing by the “insiders” on the good news 
would have left John Public holding 
stock at prices that never again might 
be reached.-R. M., Davenport, Iowa. 


Sirs: 

As the owner of several blocks of 
stocks in corporations which produce 
consumer goods, I am disappointed in 
noting that but one of the managements 
has the foresight to regard me as a pos’ 
sible customer for its goods. Com- 
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panies operating in this field are con- 
stantly bringing out new products, 
often under the name of a subsidiary, 
and stockholders would be only tco 
glad to buy the products, especially 
everyday essentials, of those companies 
in which they have an equity. 

The stock of the company which 
keeps me closely informed of its prod- 
ucts, by the way, acts much better 
marketwise than those other issues 
which I hold representing corporations 
in the same field. The management 
obviously must be exceedingly efficient 
in all of its activities. More companies 
should take advantage of the purchas- 
ing power of their stockholders.—B. P. 
G., Troy, N. Y. 


Sirs: 

Your discussion on investment possi- 
bilities in the principal industrial groups 
in your last issue is interesting to me. 
It emboldens me to make a suggestion 
for another article which might be even 
more helpful. Take a given sum and 
show how to invest it in two ways: 

(A)—Where income and safety is 
the first consideration. 

(B)——Where profit is more impor- 
tant than income. 


-T. L. L., Chicago Ill. 


Sirs: 

Two things in your recent article en- 
titled “Sharing the Wealth” (issue of 
July 6) should receive the widest pub- 
licity. The first is the trend of real 
wages, which, as you show graphically, 
has been almost steadily upward for 70 
years. The second is the chart which 
shows that despite the effect of this de- 
pression on national income, labor’s 
share is virtually unimpaired and is 
larger than the amount received by 
security holders in the form of bond 
interest or dividends, and larger than 
the withdrawals of management or pro- 
prietorship interests. In other words, 
the employed wage earner has really 
nothing to kick about. He is getting 
his share; in fact, in terms of what his 
wages purchase, he is getting more, 
year by year. 

Most spread-the-wealth advocates 
fight shy of such facts. Their attitude is 
in accord with their avoidance of those 
simple arithmetical computations which 
reveal the nonsense in most of their 


theories.—-C. O. M., Babylon, L. I. 





What’s Ahead 


for Your 


Investments? 


These are changing times. 


Every issue of The Magazine 
of Wall Street sees many far- 
reaching developments in the 
worlds of business, econom- 
ics, politics — foresees their 
effects on investments. 


It is The Magazine of Wall 
Street’s task to foresee these 
developments—to interpret 
them so the thousands of 
businessmen - investors who 
are its readers may plot their 
investment course _intelli- 
gently, leisurely. 


It Can Help You— 


Take advantage of the special 
“short-term” trial subscrip- 
tion offer described below. 


See how the regular reading 
of The Magazine of Wall 
Street can give you a clear 
picture of business and secur- 
ity trends, weeks and often 
months before the usual 
news channels. 


It can keep you posted on 
your present investments— 
point out new opportunities. 
And, as one investor wrote: 
“Even if I had no _ invest- 
ments to make, and keep 
track of, I would want The 
Magazine of Wall Street. It 
is as broadening as a college 
course, and perpetually re- 
news one’s contact with the 
worlds of industry and eco- 
nomics.” 


Accept This Offer Now! 


Be sure to receive the important 
issues scheduled for the months 
ahead. Every issue will contain 
Zimely information of real dol- 
lars-and-cents value to you. 
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The Big or the Little? 


OLITICS and politicians have 
p made it very, very plain by now 
that they do not like wealth in 
general and big corporations in par- 
ticular. The votes are on the other 
side and the theme song of the day 
seems to be not only “Soak the Rich” 
(to the tune of the Star Spangled 
Banner) but also “Swat the Big” (to 
the tune of “Memphis Blues”). 
Probably it is not going to be exactly 
illegal to be either rich or a big cor- 
poration, but we fear it is going to be 
increasingly uncomfortable and expen- 


#F sive. We hasten to add that we have 


no personal fears on either score, but 
we know some rich people—a few— 
and they are really not half bad! Also, 
if General Motors or American Tele- 
phone and the rest of the corporate 
Big Shots have their feet on our neck 
we can only confess that we do not feel 
the pressure. We note, of course, an 
occasional pain in said neck, but when 
we look to see what it is, it is not 
United States Steel or American Can 


or Sears, Roebuck but—who would 
you guess? Right! The tax collector 
or some politician or other. 

Just what to do about it all we do 
not profess to know. Very likely the 
rich and the big corporations can find 
ways to make out without our advice, 
good as we think it to be. But the sad 
thing is that you can’t swat a big cor- 
poration without swatting a lot of 
small stockholders. 

So what? Should the owner of 20 
or 50 or 100 shares of General Motors 
sell out because the company has been 
guilty of building up assets of $1,268,- 
532,025? And if he sells out should 
he put his money in 500 shares of, let 
us imagine, Pink Wolf Silver, which 
must be safe from the politicians and 
tax collectors because it has small as- 
sets, if any. Besides, since this stock 
is so cheap, think how much of it you 
can buy for your money! And because 
the capitalization is small—only 100,- 
000 shares—the company only has to 
earn $1,000,000 to make $10 per share. 


Look at the dozens of stocks of small 
capitalization that have gone up 50 
or 100 per cent this year or what 
have you. 

All right, say we. Look at them. 
But while you are looking, take a 
glance at the much more numerous 
issues—also of small capitalization— 
that have not moved or that have 
gone down as fast as the minor- 
ity went up. The mechanics of 
the thing work both ways. If Pink 
Wolf Silver loses $1,000,000, as is not 
particularly hard to do, that also fig- 
ures out $10 per share. 

There are many things we would 
want to know about a corporation— 
its working capital, trade position, 
quality of management, etc.—before 
we would waste any sleep over its size 
or the number of its outstanding shares. 
Other things being equal—which they 
almost never are in this trying world— 
it would be logical to favor for invest- 
ment the medium size corporation of 
moderate share capitalization. 
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Here, we believe, is one of the most valuable and useful 
works on investment we have ever published. Its principles, 
used in conjunction with the regular reading of The Maga- 
zine of Wall Street, can prove of dollars-and-sense value to 
every investor—every trader. 

“What to Consider When Buying Securities Today” is not 
dry theory, but a clear, simple exposition based on those prin- 
ciples advocated by The Magazine of Wall Street for success 
in investing. 

What to Consider 
When Buying Securities Today 


By A. T. Miller 


The Magazine of Wall Street’s 
Technical Market Auihority 


Beginning with a practical discussion of the pros and cons of 
practical economics, the author of The Magazine of Wall 
Street’s Fortnightly Market Forecast comprehensively, yet 
simply, covers every phase of investment technique required 
under today’s conditions. 

He discusses the advantages and disadvantages of various 
types of securities—the factors to be considered to profit by 
opportunities in bonds, preferred and common stocks. Every 
possible eventuality is considered—as well as valuable point- 
ers in detecting buying, selling and switching signals. 


Truly, this is a workable and easily understandable text, ex- 
plaining a profitable subject so that you can readily under- 
stand and apply its methods to your individual needs. 


Free With Yearly Subscriptions 


This book is not for sale. It was prepared for The Magazine 
of Wall Street subscribers—was offered with yearly subscrip- 
tions. We have but a limited quantity now available, so urge 
you to act at once. If you did not receive it as a subscriber, 
“What to Consider When Buying Securities Today” will be 
sent with a one year’s renewal. 


Other Privileges You Enjoy 
As a Yearly Subscriber 


Yearly subscribers also enjoy the consultation privileges of a Confi- 
dential Inquiry Service. No other organization has the facilities to 
duplicate this co-operation—the only stipulation is that inquiries be 
limited to not more than three listed stocks or bonds at a time in or- 
der to facilitate replies. This enables you to personalize the work ot 
The Magazine of Wall Street in accordance with your particular re- 
quirements—and, as in the case of many new subscribers holding 
securities about which they know but little, this department might 
quickly make or save you hundreds or thousands of dollars. 
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A SOUND BASIS FOR CURRENT INVESTMENT 

—Practical dynamic business economics. 

—The consequences pro and con of currency and eredit 
inflation. 
Investment opportunities born of the business de- 
pression. 


. THE BASIS FOR COMMON STOCK SELECTION UN- 


DER PRESENT CONDITIONS 


Simple methods essential to successful investing. 


3. HOW TO GAUGE SPECULATIVE AND INVESTMENT 


OPPORTUNITIES IN BONDS 
—What constitutes safety of principal. 
Selecting bonds from the low-priced list. 
—Judging foreign bond values. 
—When to look for profits through receiverships. 
Opportunities in railroad bonds, 
Detecting the real opportunities for profit in bonds. 


. A SIMPLE EXPLANATION OF HOW TO READ AND 


PROFIT BY FINANCIAL STATEMENTS 
—How to judge a company’s strength. 
How important is book value today. 


- WHAT YOU MUST KNOW ABOUT THE TECHNICAL 


POSITION 
—Quick or long range profits. 
—The various long and near-term 
securities. 


movements of 


- WHY A STUDY OF GROUP MOVEMENTS IS ESSEN- 


TIAL TO SUCCESSFUL INVESTING 


. BASIC PRINCIPLES FOR DETERMINING INDIVIDUAL 


PROFIT POSSIBILITIES IN 12 LEADING GROUPS 


Merchandising Stocks —Tobacco Tires 

-The Steel Group —Railroads Accessories 
The Petroleum Group Automobiles Sugar 
—Non-Ferrous Metals —Public Utilities —Leather 


- THE ADVANTAGES AND DISADVANTAGES OF IN- 


VESTMENT TRUSTS 


Rules to apply in selecting Investment Trusts. 
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The Trend of Events 


DRIFTING T is unfortunate that public atten- 
| tion and the activities of Congress 
and the Administration are cen- 
tered today on a variety of secondary issues. By far 
the most serious problem confronting this country con- 
tinues to be just what it has been for more than two 
years—great unemployment and the manner in which 
we shall deal with it. The $4,000,000,000 work pro- 
gram will not end unemployment. Neither will it prove 
the last word in relief. Yet the President continues to 
drift and hope for the best. 

Obviously, the only cure for unemployment is busi- 
ness recovery—but the President can not bring him- 
self to concentrate on recovery or to give industry 
encouragement. There are apparently too many lesser 
things that he thinks more important. Meanwhile we 
draw nearer to the time when a country weary of 
loose spending will listen to another budget message 
demanding more billions of dollars for relief. 

As for the relief problem itself, it is going to be 
with us in some proportions for a long time. It is 
time we stop veering back and forth from one make- 
shift scheme to another and decide upon a rational 
policy. Facing a certain further strain on the national 
credit, it is time to ponder whether we can afford 
expensive work relief, whatever its moral advantage 
over economical cash relief, such as Britain employs. 
It is time to cut some red tape and put intelligent 





flexibility into the system so that it will neither encour- 
age idleness—as does the present method—nor make it 
unduly hard for the individual in distress to get relief, 
as the present method also does. 

There are signs of a public reaction in the drastic 
halting of relief to employables in several western 
states in order to force them to accept employment on 
farms in the harvest season now at hand. There is 
even talk at Washington of a general “purge” of the 
relief rolls. The word has an unsavory smell. No 
doubt that is the proper treatment for incorrigible 
malingerers of able body. Certainly it could be pro- 
perly applied to all relief roll aliens enjoying illegal 
residence in this country, but it does not fit the great 
bulk of those on relief. Many of these fear to take 
private employment because they well know the obsti- 
nate red tape they would have to plow through to 
get back on relief should need again arise. Moreover, 
we can not cut them loose from relief in great numbers 
without devising some safeguard against the pittance 
wages that would tend to become standard as a minority 
of greedy employers take advantage of a sudden surplus 
of workers. 

A moment's thought should convince anyone that 
anything remotely resembling a “purge” is out of the 
question. A slow tapering off over a considerable 
period of time is the only possibility—making it all 
the more imperative that we both husband the national 
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credit to the limit of humane ingenuity and concentrate 
on recovery. This is the problem—bigger than the 
utility holding company issue, the banking bill, the 
social security bill and all the rest of the current poli- 
tical distractions. 

It is high time the President woke up. He is flirting 
with disaster. 


——_~ 
RUBBING HE Supreme Court held that the 
IT IN abrogation of the gold clause in 


Government obligations was re- 
pudiation, but that rectification was up to the con- 
science of the sovereign on proof of loss. The Gov- 
ernment, however, experienced no pricking of its con- 
science. So it caused a bill to be introduced into Con- 
gress to close the Court of Claims to such litigation. 
The bill will probably pass and the record of repudia- 
tion be perfected. No matter how clear may be proof 
of loss in any case from the Government’s promise to 
pay in gold, the injured person will have no redress. 
It was neither honorable nor expedient to take this 
course. There was no occasion to advertise the welch- 
ing in principle and no reason to think that the Gov- 
ernment would suffer from such suits. The proof of 
any substantial loss in any instance would be difficult 
if not impossible. In the second place the Court of 
Claims is merely a court of courtesy. Its findings are 
not binding on Congress, which has the right to invali- 
date them by refusing to appropriate the necessary 
money. In the event of heavy damages being awarded 
it could fall back on its initial repudiation and a callous 
conscience and plead the public necessity of a course 
of dishonor. With nations, as with individuals, one 
sin often seems to compel another. 


—— 
HOPE FOR SURVEY by the National In- 
THE FUTURE dustrial Conference Board 


reveals the striking fact that 
eighteen industries which did not exist in 1879 ab- 
sorbed almost one-seventh of all labor employed in 
manufacturing operations in this country in 1929. Thus 
does progress in science, invention and technology tend 
ever to expand aggregate employment at the same time 
that it eases the toil of the individual. We customar- 
ily lose sight of that fact in every major depression. 
Industries unborn fifty-six years ago include auto- 
mobiles, aviation, electrical machinery, gasoline, rayon, 
manufactured ice, typewriters, mechanical refrigera- 
tors, cash registers, adding and computing machines, 
motion pictures, etc. Of course, fifty years is a long 
time in the life of the individual, but it is a short 
time in the life of a nation and but an hour in the 
life of human civilization. Our fathers and grand- 
fathers well remember the days before most of these 
industries were born. Our children will take new 
marvels for granted and wonder why they were not 
thought of sooner. 
Looking back, who dares be skeptical regarding the 
potentialities of any new industry? When the first 
gasoline buggy chugged and puffed along on its initial 


trial run probably most of the spectators thought: 
“That durned thing will never get anywhere!” Now 
watch them whiz by. When Wright lifted the first 
frail airplane off the ground probably to most it seemed 
merely an interesting stunt. Next month the regular 
air schedule from New York to California will be 
sixteen hours! What next? We don’t know—but 
neither did we know in 1879. 


—_~ 


NE will not go far wrong 
in charting the course of 
industrial recovery in 

terms of steel. As steel production expands the depres- 
sion retreats. It is an omen of hope, therefore, that 
steel operations are rising in this normally dull mid- 
summer season. In a week the operating rate has 
advanced 4 points to 43 per cent of estimated capacity. 
A year ago it was 27 per cent and it did not start to 
recover until September. If the present upturn can 
be taken as the beginning of the autumn spurt, it 
starts six weeks earlier than last year and from a 
considerably higher base. 

The recent improvement has been due to belated 
buying of rails, to unexpectedly heavy requirements of 
tin plate mills and to expanding demand in some mis- 
cellaneous lines, all on top of sustained orders from 
the automobile industry. It is easy to overlook the 
importance of what for convenience the industry lumps 
together as “miscellaneous” demand. This is a big 
country. Like tiny springs and brooks, converging by 
the thousands into the main channel, small orders 
make a mighty stream. 


STEEL RENEWS 
THE ADVANCE 


—— 
PRICE ONTROL of the price of any- 
CONTROL thing requires control both of 


supply and demand. That is 
something that ambitious price-fixers, political and 
otherwise, never seem to comprehend until it hits them 
in the face. Controlling the supply of most commodi- 
ties is a problem of baffling complexity. Controlling 
the demand is a sheer impossibility as long as we main- 
tain the human freedom under which Johnny Consumer 
goes quietly along cutting his cloth to fit his purse, 
oblivious of national plans and national planners. 

Consumers are neither organized nor nationally 
vocal. They do not need to be. Their passive resist- 
ance to the price gouge is an impregnable defense and 
it makes no difference whether the reason for the boost 
lies in an artifice of our Washington planners, the 
greed of the seller or a whimsy of nature. There is 
just so much effective demand at any one time. Stretch 
it at one point and you contract it at another. 

For a year retail prices of most finished goods have 
been sagging. Under high prices, sales of butter 
dropped 46 million pounds in the first five months of 
this year while sales of oleomargarine increased 77 
million pounds. In our tangled skein of plans the 
consumer often seems to be the Forgotten Man. Don’t 
kid yourself? He rules the roost. 

Monday, July 29, 1935. 
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eports Dominate the Near 
Term [trend 


Now Is Favorable Time to Reappraise Holdings as Some 
Groups Overdiscount While Others Have Barely Started 


By A. T. Miter 


HE stock market continues to show a strong inclination just as well to be on guard against over-optimism in short- 
to sell ex-politics—in other words to move in a gener- swing speculative operations. Even in the unprecedented 
ally upward direction, showing less and less fear of bull market of the late lamented New Era periods of inter- 


+ Washington developments and paying more 
' and more attention to business. It remains, 


nevertheless, a discriminating market, sensi- 
tive to the trend of affairs in individual 
industries and especially to the profit show- 
ing and prospect of individual issues. 

Speculation, of course, there is, but on 
the whole it can be said to be motivated 
mainly by what are primarily investment 
considerations. Of all factors, the trend 
of sales and net has long been the best and 
most profitable guide to successful specula- 
tion in this market. Under the prevailing 
regime of S E C regulation it has time and 
time again proved impossible to force the 
going. Impatient traders stepping in and 
buying in volume in the hope of “‘attracting 
a following” have been repeatedly disap- 
pointed. The fact is that there simply is very 
little active public speculation such as usual- 
ly developed in the past on any market ad- 
vance of such scope as that of recent months. 

The present virtually record low ratio 
of brokers’ loans to prevailing stock prices 
testifies to a basically firm technical founda- 
tion. Neither in present technical indica- 
tions nor in the business picture is there 
any reason to fear a liquidating movement 
of serious proportions. 

Yet it does not by any means follow that 
the sky is the limit or that the market will 
run on indefinitely without any more sub- 
stantial technical reaction than has been 
experienced during the past two months. 
The present recovery phase has lasted more 
than four months, with only the brief 
N R A reaction of late May offering any 
material interruption. This presents some- 
thing of a temporary technical problem, 
pending solution of which we think it 
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mediate advance lasting much more than 






























































four months without correction were an 
AUGUST MARKETS exception to the general rule. On the 
other hand, as pointed out before, mid- 
COMPARED summer is the season in which the mar- 
180 ket entertains hope of better things to 
come in the autumn, at least during years 
ee ed when the underlying business cycle is 
favorable. In such years—and the pres- 
100; Ss Aug 1525 ent year can so qualify—mid-summer has 
150 ote vil usually provided no serious market test, 
reactions proving short in duration and 

ve wich moderate in scope. 
Between the above two conflicting lines 
130} max of technical reasoning, we see no necessity 
to risk a guess as to the immediate out- 
120 come. Many stocks have experienced sufh- 
ciently wide advance to be faced with the 
107s == AUG.1927 potential threat of profit-taking at almost 
MY cma isk any time. Even a moderate speculation 
etineete ML IO can from time to time run ahead of the 
90 investment base and over-appraise current 
values.. Moreover, after protracted ad- 
80 vance, there is always the risk of surprise. 
Finally, while the six months earnings state- 
70 ments now being issued are generally fa- 
vorable, the few exceptions have met with 
0 ea | instant unfavorable response in the market, 
” Pris cas manner as testified by the recent reactionary per- 
= <— AUG, 1934 formances of United Fruit, Corn Products, 
40 Loew’s, Inc., Cluett, Peabody, and a few 

others. 

30}— *+—— AUG. 1932 —~ While we see no reason why the general 
run of investment commitments should be 
20 disturbed, the present time is certainly 
M.S. appropriate to re-examine stock holdings in 
: cones cLOst100 the light of the earnings reports now avail- 
J able. So far as concerns new commitments, 
both investment and speculative, we are of 
the opinion that most of the attraction is 
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we) 
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now out of the high-priced Blue Chip favorites and, for 
that matter, out of the majority of issues that have had 
broad advances. On this reasoning, we favor restricting 
purchases for the present to specialties or other individual 
situations where there is a firm foundation of earning power 
and a reasonable price ratio to it. 

In this connection it is worth examining the performance 
of the bond market, in which gilt-edged obligations have 
been driven by almost frantic pressure of surplus funds 
to the highest prices in many years and to abnormally low 
yields. As a result, the relative attraction of second-grade 
bonds has steadily increased, as is logical in a period of 
cumulative business and financial recovery. 


Secondary Issues to the Fore 


While the analogy is by no means exact in the stock 
market, since future earnings may readily justify present 
prices of most of the highest grade stocks whose return is 
not fixed as in the case of bonds, nevertheless present 
factors would seem to make so-called secondary equities 
increasingly attractive, relative to the better known and 
more popular favorites. As with second-grade bonds, 
broadening business recovery is radically improving the 
earnings position of many issues which a year or two ago 
had little or nothing to recommend them. 

This is shown conspicuously in the half-year earnings 
statements of various companies essentially dependent on 
capital goods, a field which experienced very little recovery 
in 1933 and a large part of which was still in the red in 
1934. To mention but a few examples of striking changes 
for the better in earnings, there are Westinghouse Electric, 
Allis‘Chalmers, General Electric and General Railway 
Signal. All have experienced a market recovery propor- 
tionate to the improved earnings position, along with many 
cther equipments, including farm implements and ma- 
chinery makers, but is worth noting that the two in the 
most speculative position in 1934—Allis‘Chalmers and 
General Railway Signal—have more than doubled in market 
price this year. It is perhaps interesting to compare this 
appreciation of more than 100 per cent with the perform- 
ance of some of the outstanding Blue Chips, the perennially 
popular du Pont, which from the low point of this year 
has advanced by approximately 23 per cent, for example. 

On the whole, the chemicals appear, rightly, to be main- 
tained at rather high prices in recognition of their envi- 
able industrial and financial position and their undeniably 
bright long-term prospect for expansion. These naturally 
are considerations that will weigh more heavily with in- 
vestment than with short-term specu- 
lation. So far as the current earnings 
picture governs the price movement, 
there would seem to be little in the 
half-year profit reports of the leading 
chemicals to warrant a dynamic 
speculation from present levels. Air 
Reduction, for example, bettered the 
first half of 1934 by 44 cents per 
share, Union Carbide by 17 cents 
per share and du Pont was lower by 
12 cents per share. 

Steel shares have made further 
progress over the past fortnight, the 
majority, indeed, reaching new highs 
for the year. With few exceptions 
this can not be related to the earn- 
ings prospect, for the speculative 
leaders—United States Steel and 
Bethlehem—will do well this year 
to make even modest profits. There 
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is always, however, a reasonably firm basis for speculation 
in steels when the operating rate of the industry is moving 
up, as is the case at present. Indeed, the most cheering 
development in the entire business picture is the sight of f 
steel operations advancing to 43 per cent of capacity af 
this normally dull season, reflecting sustained motor and f 
tin plate demand and some improvement in rail and miscel. f 
laneous orders. Yet the behavior of the leading steel stock 
offers striking proof of the increasing realism with which 
the market of today sets its valuations, in comparison with 
past periods of general and somewhat indiscriminating f 
speculation. In the fast speculation of the summer of 
1933 Steel common reached 67/7 and in the dollar revalua- ff 
tion spurt of 1934 it climbed to 597%. With a basically f 
better prospect now than in either 1933 or 1934, but stil 
without earning power, the best it has done thus far is 
4134—further proof that earnings are the big idea in this 
market. 

Most motors and accessories have extended previous 
highs by a moderate margin, paying more heed to excellent 
earnings and the continuing satisfactory year-to-year com 
parison of sales and production than to the deepening, but 
normal, seasonal decline in manufacturing activity. 

Farm implement and mail order shares have come into 
sharply increased speculative favor, reflecting the sustained 
favorable level of farm purchasing power. The leading 
mail order concerns report almost phenomenally larger f 
sales, and retail trade reports in general reflect considerable f 
optimism, though the results so far as individual merchan- [ 
dising equities are concerned are decidedly irregular 
Variety and apparel enterprises appear to be doing well, | 
stable or moderately lower prices contributing to sustained | 
volume. Penney, Best and Macy, among merchandising / 
shares, have reached new highs. Grocery chains, especially § 
those hampered by meat departments and high meat prices, 
continue to lag. 





Building Gains 

Further gains in residential construction, though it is| 
still at a decidedly depressed level, continue to lend sup: | 
port to the building shares, with American Radiator, Johns: | 
Manville, United States Gypsum and similar equities push 
ing ahead moderately. Like the equipments, various com 
panies in this field have put the period of persistent deficits 
behind them. 

The can makers, selling close to the best levels of re: | 
covery, have the benefit of further substantial gains in earn: 
ing power over even the very satisfactory level of 1934, the | 
improvement in volume more than 
compensating for the absence of any 
such specially advantageous inventory j 
situation as existed at the start of 
last year. 

The rail group has climbed up to 
a new high for the year, although | 
somewhat laboriously. This would 
appear justified by the improved 
autumn business prospect and some: [ 
what enlarged traffic in farm prod: [ 
ucts. The technical significance of | 
this performance remains to be | 
demonstrated and must be subject to | 


| 
| 
i 
t 


gin by which a new average high for 
the year has been made is a small one 
and because the present level is but 
little more than 1 point above the 
lowest level of 1934. It remains 18 
(Please turn to page 420) 
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The Threat of 






Credit Inflation 


in Recovery 


Part i 


Will It Be Held Off by the Deflationary Effect of High Taxation? 


By THropore M. KNaApPPEN 








PPREHENSION that 
A the United States will 

be subjected to a run 
of inflation caused by an in- 
ordinate expansion of the 
volume of the currency has || 
about disappeared. It may || 
revive if the continued un- 
balance of the Treasury 


Tax 
should arouse fear that the Income tax— 
time will come when the only |! Corporation................ 
way that the Government POCHOMAL. 0... 20+ sees nees 
a7 : ; . ae” are eee 
an pa y > 
i oy bills will be to MGit WN TUMOMES oo eens 


manufacture formal money. Ganital Stock <<6c- 56.2050... 
But there is every evidence Excess Profits................ 
that the Administration is em i. 
ept -« > 4: 4 o ° jocuments an PDs 0 060 0:0 
against printing press 1n- Manufacturers Prana Ire 
flation and little fear that Miscellaneous Internal Revenue 
the inflation of the currency || 

resulting from the silver pur- 
chase policy will be impor- 
tant enough to constitute an 
effective expansion of the 


OO ee ae 
Agricultural Processing........ 





What Present Tax Rates Would Yield | 
Under More Active Business | 
Receipts of U. S. Govt. Calculated on 1929 
Conditions 
(With Some Departures) | 
Applying Present Taxation Rates 


One of the objects of the 
pending banking bill is to 
enlarge the influence or con- 
trol of the Federal Reserve 
over bank credits, with a 
| view to checking inflation as 
| well as to discourage defla- 
tion. 

Another means of curbing 





Estimate Actual 1935 agg es 
credit inflation is heavy taxa- 
$950,000,000  — $572,000,000 tion—heavy enough to check 
Senemnpee 527,000,000 the too rapid expansion of 
600,000,000 411,000,000 . -_ va 
320,000,000 212,000,000 business activity. Heavy 
100,000,000 91,000,000 federal taxation is inevitable, 
15,000,000 7,000,000 sooner or later. The present 
a 459,000,000 =| policy of the Administration, 
50,000,000 43,000,000 ; 

, ? 2 y 2Tte t- 
550,000,000 208,000,000 however, is to defer an a 
170,000,000 109,000,000 tack on the enormous budget 
500,000,000 343,000,000 deficits from the side of taxa- 
pines 180,000,000 tion until business is well on 
nicest ee the way to recovery. There 

$4,955,000,000 — $8,852,000,000 is, however, a possibility that 





|| when the President’s political 
4} strategy plan for a scheme 











currency. It is still possible 
that the easy money and 
debt-deflation elements in Congress may yet force through 
monetary inflation for such purposes as that of the Frazier- 
Lemke bill to lend farmers freshly made money and even 
that soldier bonus legislation may yet be achieved in that 
way. 

On the other hand, every revival of business is inevitably 
associated with an expansion of bank-made credit money. 
Business expansion creates this sort of money; in turn, this 
expansion of money stimulates business: more credit is 
needed, granted and made to order, and an inflation circle 
results. In the latter twenties we had such a circle, par- 
ticularly related to the securities markets. At that time 
there was no expansion of formal money, even little resort 
to Federal Reserve Bank credit. 

The inflation of that period was a result of the inter- 
action of business activity and individual bank loans, re- 
sulting in a large volume and rapid turnover of bank 
checks. Concern is now felt in some quarters that after 
the long period of business restriction and lethargy of 
lending there will be great pressure for bank credit ex- 
cesses as business revives. 
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of taxation aimed at soaking 
the rich and the commercially and industrially great, comes 
out of the Ways and Means Committee, it may be far 
more of a revenue measure than he contemplated. In fact, 
Secretary of the Treasury Morgenthau told the Ways and 
Means Committee that the time had come to move in the 
direction of increasing national revenues with a view to 
reducing the national debt, “though it would, of course, be 
unwise to impose tax burdens which would retard recov- 
ery.” Mr. Morgenthau had nothing to say about curbing 
expenditures, but expressed the opinion that they are now 
at the peak. Commenting on certain tentative schedules 
of taxation covering inheritance and gift taxes, surtaxes on 
personal incomes and a graduated tax on corporation in- 
comes, he gave some figures which indicated that the maxi- 
mum rate named in each category would yield on the basis 
of present conditions a maximum of about $900,000,000 to 
the public revenues, while the minimum rates would yield 
only $79,000,000. He declined absolutely to give the com- 
mittee any suggestions as to balancing the budget through a 
considered program of enlarging revenues and reducing 
expenditures. 
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Other witnesses at 
the hearings took the 
ground that the pro- 


quarters of one per 
cent of the nation’s 
total but pay 7 per cent 





posed graduated tax on 
the income of corpora- 
tions was a distinct 
threat to business re- 
covery. Prof. O. G. 


Saxon, professor of 
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of the tax yield—and 
yield the insignificant 


ALL OTHER 





C] FOREIGN OBLIGATIONS amount, relatively, of 

AGRICULTURAL $29,000,000. 
ADJUSTMENT TAXES The largest unit in 
the income revenue 





business administration 
at Yale, for example, 
said that tax is “utterly 
unsound in principle, 
discriminating in its ef- 
fect, and once adopted 
as a national policy 
would in all probabil- 
ity have extremely 
disastrous economic 
and social consequences 
from a drastic increase 
in graduated rates.” 

Of the President's 
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classes is the class of 
less than $5,000, but 
the group that pays 
the most taxes is the 
$50-100,000 class, 
which with 3.6 per 
cent of the income pays 
15.2 per cent of the 


tax bill. 
The tax program 
now under considera- 





tion is not expected to 
reach further down 
than the $50,000 per- 
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1932 


1930 193}! 1933 1934 








proposals in general, 

Prof. Saxon warned of the danger of “a net reduction in 
Federal income through decreased business activity with 
accompanying increase in unemployment, decreased pur- 
chasing power to all groups and general instability.” Other 
witnesses held that increase of taxation at this time, even 
if sound in principle, menaced the return of prosperity. 
Thus the effect of taxation, not only in respect of clouding 
a welcome prospect of inflation in a moderate degree, but 
even of promoting business deflation, was brought out. On 
the other hand, witnesses emphasized the view that reduc- 
tion of expenditures would have an encouraging effect on 
business. There was consensus of opinion that increases 
of taxation should be deferred until business has had a 
breathing spell in an optimistic environment. 

The hearings brought out in clear outline the well-known 
fact that the base of income tay°tion must he broadened 
in order to get large accretions of revenue. Without such 
broadening it is argued, increased rates of taxation of corpo- 
rations and adding inheritance levies to estate taxes 
might produce relatively little revenue and a large amount 
of business depression. 

At present net incomes under $5,000 constitute 63 
per cent of the total 


sonal income and con- 
sequently will not tap as much as $2,000,000,000 of the 
present (1933 figures) $11,000,000,000 of taxable income. 
It will have little effect in the direction of strengthening 
popular demand for reduction of expenditures, although 
it may derange the economic processes of the nation and 
thereby hit the little fellows below the belt. 

When the bulk of the people who enjoy the bulk of the 
national income are not seriously affected by enormous 
national deficits the pressure for reduction of expenditures 
is not likely to be of much popular strength. The citizens 
who individually feel the burden of governmental extrava- 
gance and folly are the ones who cry for correction of 
ruinous fiscal policies. It is not too much to say, then, that the 
President’s scheme of soaking the rich is not one to arouse 
public opinion against governmental wastefulness. There is 
little encouragement here for the checking of credit infla- 
tion through prudently increasing the burden of taxation. 
But the relatively small amounts obtained in the way of 
revenue from the classes and corporations singled out for 
heavier taxation may discourage business to such an ex- 
tent that to conjecture the possibilities of heavy taxation as 
an agency for the checking of inflation would be ludicrous, 
because business re- 
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drafting a plan which would yield the necessary revenues 
with a minimum of disturbing incidence on the national 
economy. A system of taxation which would make all 
citizens sensitive to the fiscal effects of costly social reforms 
without regard to cost or economic welfare would work 
against national fiscal policies which threaten deflation on 
the one hand and invite inflation on the other. While 
business revival makes for inflation of credit, simultaneous 
paying the piper would tend to check dangerous business 
ventures. Last year’s income taxes are always paid this 
year. The man with a big 1935 income tax to pay in 
1936 will have an eye to business caution in the latter 
year. But continued disproportionate taxation leads to 
continued budgetary deficits, and they always head for 
monetary inflation. Extremely oppressive taxation of 
the masses, on the other hand, invites the monetary prod- 
uct of the printing press. 

To step on the pedal or push a button and see the 
money come falling out is more alluring than digging to 
the bottom of a frayed pocket for crumpled tax money. 
There can be no doubt that if the taxpayers in the low 
brackets were today called upon to pay income taxes in 
proportion to their aggregate 





to pay it. The result was long years of grinding depriva- 
tion and restriction of business, but when the world quake in 
economy came along, the Briton was not on the pinnacle 
of an unstable boom. He escaped an excess of credit infla- 
tion and likewise an excess of subsequent deflation. 

In respect of curtailment of expenditures the Administra- 
tion has no plan. The last budget forecast that the fiscal 
year 1936 would see a greater outgo than that of 1935; 
but as the showing for the latter turned out to be much 
better in income and outgo than had been expected, there 
is now confidential talk that recovery and relief expendi- 
tures will be a billion, perhaps two billion less in 1937, 
than they were in 1935. Even without reductions in outgo 
we could balance the budget if we had the intestinal courage 
of John Bull—and pile up a surplus for debt reduction. 
We probably will not tolerate the torture of economy 
through heavy taxation. The chances are that we shall 
slip into good times without feeling the wages of the sin 
of national extravagance. With no sting of punitive Fed- 
eral taxation in our memories we shall probably be keen 
for another personal spending and gambling debauch, 
once we are again running downhill on the road to 
recovery. 

The Federal taxes we pay are 





share of the annual national 
pie a wave of monetary infla- 
tion would overwhelm Con- 
gress and the White House to- 
morrow. 

Our stolid British friends, 
however, got away with heavy 
taxation, slashed spending, and 
balanced budgets in the middle 
of their depression without so 
much as a milk riot. Perhaps 
that is why they are climbing 
out faster than we are. The 
normal income tax rate in Great 
Britain is 22.5 per cent com- 
pared with our 4 per cent, but 
the first 175 pounds of taxable 
net income pays only half this 
rate. Above that point every 
body pays 22.5 per cent, but 
surtaxes do not start until the 
2,000-pound (about $10,000) 
level is passed. Beyond that 
point surtaxes step up from 5.5 
per cent to 41.25 per cent on 
income in excess of $250,000. 
In Britain a married man (no 
dependents) with a net income 
of $2,500 pays $183 tax; here 
nothing. Here are some further 
comparisons: 


Net Tax Tax 
Income v.&. Grt. Brit. 
3) Se $0 $50.63 
Ae 0 95.63 
eee 8 272.81 
er 44, 452.81 
OO eee 80. 632.81 
pk ee 415. 1,645.31 
1,000,000...... 571,000. 613,554.64 


Taxes like these (they were 
about 10 per cent higher from 
1918 to 1934) would probably 
start a universal tax strike in 
America, but they made the & 
Briton swear to exterminate 
high taxes at the source, viz., 
high expenditures. He cut 
down the tax bill as he dug up 
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largely indirect, income taxes 
being now the least of our 
troubles. If the excise and mis- 
cellaneous internal revenue 
levies were trimmed to their old 
size (and spread over the spared 
millions) and the personal in- 
come taxes restored to their for- 
mer proportions, there would 
be less madness in Washington 
of the intellectual sort and more 
emotional madness _ (over 
profligate governmental expen- 
diture) in the hinterlands at 
Washington. If we taxpayers 
came across, instead of rebell- 
ing, as our British cousins have 
done we might take our sup- 
pressed anger out on a fiscal 
scheme that relates expenditures 
to borrowing capacity instead 
of to revenue. As it is, we 
shall probably pay lightly in 
taxes, let the mad public bor- 
rowing go on heaping up de- 
posits in the banks with no 
way to get out and filling the 
bank portfolios with govern- 
ment bonds instead of business 
paper. The end may be a 
humming credit boom—or an- 
other deflation. Consider what 
would be the estate of the 
banks, with a lending capacity 
of $80,000,000,000 if a roar- 
ing boom should burn out 
the glass eyes of bank officers. 
We are set—thanks to fiscal 
recklessness in Washington— 
for a mad rush forward or a 
fearful fall backward. With a 
good chance, too, that we shall 
have the searing boom first, and 
then a kickback. Hard econ- 
omy now and bitter taxes later 
may save us from both. 
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Happening 





in Washington 


By E. K. T. 


Business situation is viewed 
here with applause. Growing steel 
output, retail trade expansion, climb- 
ing farm income, rising agricultural 
exports, increasing building, continu- 
ation of corporation refinancing, swell- 
ing government revenues, strong but 
calm stock markets are taken as in- 
dications that recovery is proceeding 
with increasing volume and velocity. 
No important setback is foreseen. 


President shares the popular opin- 
_ion that the country needs relief from 
Congress. He apparently never 
dreamed that his thirteenth hour taxa- 
tion move would postpone the de- 
parture of Congress. So, now he con- 
tinually presses for haste in disposi- 
tion of the “must” measures. His 
idea is that the next session of Con- 
gress shall have only routine mea- 
sures to deal with, so far as the Ad- 
ministration is concerned. Achieved 
legislation will be disturbing enough, 
but from now on it will not be added 
to. 


Wide World Photo 
SENATOR WILLIAM E. BorAH 
Foe of Congressional Adjournment 


Political strategy is to avoid con- 
troversy in Congress between ad: 
journment of this session and Novem- 
ber, 1936. Business is to be given a 
breathing spell in which to rediscover 
that nothing is ever as bad as it might be, being mellowed 
from month to month as prosperity returns; while the 
elements of radicalism and unrest are to be reminded of 
the imposing roll of reform laws that have been enacted. 
The President will naturally be less vocal with Congress 
out of sight. 


Democratic leaders wish he would stop talking. 
Radio talks have been rare of late, but the leaders are afraid 
of a “break” at every press conference. These conferences 
are becoming a liability. It is an open secret that the White 
House correspondents are no longer so admiring of the 
President as they were, or so impressed by his remarks. 


If the Supreme Court would only be kind, the Ad- 
ministration might count on placid waters for a long time 
to come. But late in the fall or in the early winter the 
high court will have to hand down decisions, notably in 
the A A A and T V.A matters. N R A will be left 
in its lonely grave if business continues to improve and the 
general record shows that labor has not materially suffered 
from its burial. Second thought at the White House is 
that its disappearance is likely to prove a political blessing. 
Business has lost a whipping horse, it is felt. Some 25 


million “coders” are left without their daily kick. 
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A A A is now considered the 
one big bet of the New Deal. The 
farmers are for it, and Congress is 
strengthening its grip on the whole 
agricultural economy. If the Supreme 
Court upsets it, amendment of the 
Constitution is certain to be the big 
issue in 1936. President hopes that 
it will be possible clearly to prove 
next year that national economic plan- 
ning has found the solution of the 
ancient problem of agriculture—that 
of prices which are not commensurate 
with industrial prices. 


When Ways and Means Com- 
mittee reports the soak-the-rich bill 
next week, it will be less of a soak 
and also less of a revenue mea- 
sure than was expected. Inheritances 
will be assessed less heavily than was 
the original intention, there may be a 
deeper digging into personal incomes; 


tax will be substituted for the Presi- 
dent’s plan of a graduated income tax 
on corporation incomes. Congress 
on the whole is fearful of a tax mea: 
sure that might check business revival. 
Nothing is more dismaying to 
thoughtful statesmen than the pos: 
sibility that next winter may call 
for another $4,000,000,000 relief 
measure. Only business recovery can prevent some 
such problem. Nobody in Washington or in the coun 
try in general seems to want heavier Federal taxes all 
along the line until prosperity has been attained. 
“We'll get currency inflation before we can pass an- 
other $8,000,000,000 budget.” 


Inflation is faintly back in the picture again, with 
Senator Borah threatening to keep Congress in session while 
the bonus and the Frazier-Lemke paper money proposals 
make a final and protracted fight. It probably will not 
materialize. Inflation of credit as business becomes more 
active is far more likely than inflation of the currency. 


Opposition to the taxation bill is handicapped 
by the disclosures of the utilities lobby investigation. That 
is one reason for their existence. Protests against the soak- 
ing-the-rich taxes have become suspect because of the faking 
methods of one utility worker in signing a telephone direc’ 
tory to telegrams opposing the death sentence provision of 
the bill as it passed the Senate. 

Moreover, that piece of tricky stupidity may result 
in a compromise that will make holding company death 
more certain. But if Braintruster Cohen persists he 
may neutralize the telephone book. 


THE MAGAZINE OF WALL STREET 








but it is not impossible that a profits [ 





Co 
tion | 
overv 
ting | 


E files. 


for k 
muste 


B vote | 


cheer 


I act. 


fund, 
Presic 


gr 
hi 
vO 
Sti 


Se 


gress 


thas | 


that i 
ing te 
by m 
that t 
keep | 


Eso it « 


Gu 
nothir 
Bill. 
tradir 
free | 
legisla 


F will r 


eT 





Re 


§ work 
- ment. 


and 
questi 
phase 
al ide: 


rand a 


vation 
good 


As 
ficatio 
strum: 


ship. 


F and p 


the 
from 
tratior 


Go 
suits 
will |} 


preme 


) ethics, 


be rea 


Mo 
bill w 


Sus 
gates 
due tc 
fall of 


for A 

















Congress is unanimously disgusted with the prolonga- 
tion of the session. A secret poll would show that an 
overwhelming majority of both houses is in favor of quit- 
ting right now, leaving all the must legislation to musty 
fle. Some members are beginning to straggle homewards 
for keeps. By the middle of August it may be hard to 
muster a quorum in the Senate. But when it came to a 
yote in the House the same members who enthusiastically 
cheered the principle of adjournment slammed down the 
act. Members are afraid of that $4,000,000,000 patronage 
| fund, afraid of the inexorable party leaders, afraid of the 
President. 








In the meantime the continuing betterment of busi- 
ness makes it unnecessary to proceed with haste for 
the sake of business stimulation. Besides, the CW A 
type of expenditure does not generate much funda- 
mental business improvement, but can be used to create 
a short-lived splash. 


Canada trade agreement is confronted by embarrass- 
ment from British imperial preferences. United States 
is making the point that whereas all the British countries, 
in common with others, will automatically get the benefits 
in our markets that may be accorded to Canada, we get 
nothing there to compensate for the advantages competitive 
exports from Canada to them derive from imperial prefer- 
Some industries are contending that if the immense 
American market is opened to Canadian goods and inci- 
dentally to the rest of the Empire the United States must 
have a means of sharing in the imperial preferences—if 
they are to be maintained. 

Pending negotiations, Canada is getting all the bene- 
fits of other trade agreements, until October 1. Agree- 
ment should be announced by then, but situation is 
complicated by the certainty that the present govern- 
ment of Canada will be turned out in the fall. Liberal 
government in the Dominion might be easier to trade 
with than the Bennett government is. 


Control of agricultural production will go on, regard- 
less of the fate of the much belabored processing taxes. 
If the courts throw them out the general funds of the 

Treasury will be tapped. Or, 








perhaps, the gold profit will 
be thus applied, and also the 
silver seigniorage. 

Pressure continues strong 
from the granger states for 
more tampering with the dol- 
lar to help pork, cotton, wheat, 
etc. Want gold content low- 
ered or inflation to the dilu- 
tion point. Administration 
might listen if A A A control 
should be blown up.  Infla- 
tion possibility has a kickback 
on the tax bill. If an excess 
profits schedule were adopted, 
the higher prices went and 
the cheaper the dollar became 
the more dollars the Treasury 
would get. 


Congress 


State Department opin- 
ion is that if Italy strikes at 
Abyssinia, war will be brought 
nearer in Europe. Congress 
may pass a bill to keep us out 
of war by keeping us out of 
foreign trade and _ finance. 
President would like to see 
such a law. 


Hishbrows in Govern- 
ment have a new name for 





the political bums whom they 
are compelled to employ; it is “facilitating personnel.” 
The larger the “facilitating personnel” a social reformer 
has in his department the better his uplift schemes stand 
One earnest New Dealer who is not 


od the Yet, like a revolution which smoulders long under- 
The ground and then sweeps everything before it, the mere 
ress is human misery of staying in steaming Washington to ence. 
whole vote as they are told on measures that they don’t under- 
preme stand (or if they do, dislike)’ may break out with a crash. 
of the 
he big Senator La Follette is about the only member of Con- 
s that gress who would like to see heavy income taxes. He 
prove fe has looked up English taxation laws and has discovered 
plan. that if our internal revenue taxation were drafted accord- 
f the | ing to British rates, we could increase the Federal income 
—that & by more than $4,000,000,000. The La Follette idea is 
surate [_ that to keep and regain prosperity the Government must 
keep on spending at a magnificent rate. “Get the money 
so it can be spent” is his idea. 
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lacking in political wisdom, turns the whole of his 
(Please turn to page 420) 
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What Is a Fair Relationship Between Price 
and Earnings, Dividend, Working Capital 


Gauging Security Values 
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ture, even though some 





were formerly familiar, 

there are valid reasons for questioning the reliability of 
such standards in the present circumstances. With the 
extravagant theories of the late “New Era” conception of 
common stock appraisal pretty thoroughly disproved during 
the past five years and with such unpredictable factors as 
New Deal legislation, punitive reform and possible infla- 
tion injected into the current prospect, caution on the part 
of the investor is readily understandable. 

Granting the presence of these uncertainties, the fact 
remains that the market since early this year has reflected 
unwavering conviction that the forces of recovery have 
been set in motion. In other words, the broad trend has 
been upward, and for the investor to ignore the implica- 
tions of this condition may prove costly. 

In the circumstances, it does not suffice merely to con- 
clude that a particular stock is high, solely because its 
present price capitalizes recent earnings at fifteen to twenty- 
five times. It is only when the familiar and handy ratio 
of price times earnings is made subject to other salient fac- 
tors of contributing importance, that it attains any value 
as a yardsick. 


Looking to the Future 


The value of any common stock depends upon what it can 
earn in the future—not what it earned last year, the 
past five years, or what it is currently earning. It is this 
principle which produces the cardinal defect of instability 
in common stocks and it is the welter of approximation 
and estimation of the future that provides the speculative 
impetus to common stock fluctuations. 
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strong companies may 
falter and weak ones become stronger. These factors are 
recognized in the value of common stocks, for it is these 
factors upon which the assurance of future earning power 
is founded, and the shares of the majority of well estab- 
lished and successful companies will in the long run pro 
vide the soundest investment mediums. That is why many 
so-called “Blue Chip” issues continue to command generous 
market premiums. 

But if the investor guides himself solely by a simple and 
arbitrary rule of thumb, such as, for example, the one 
which places a maximum valuation of fifteen times earn: 
ings on a stock, sooner or later he will find that he has 
deprived himself of some of the most profitable investment 
opportunities. It is, of course, of prime importance that 
any investment be made on a rational price basis, but a 
rational price basis is determined by a quantity of factors 
and not a single arbitrary ratio. Stated otherwise, the 
value of a common stock must be supported by an appraisal 
of the past record and an estimation of future opportunities. 


The Public Judgment 


It is doubtless well known that investment is not an 
exact science and no one can presume to work out a 
formula for determining common stock values, which 
would lend itself to rigid application. All industries and 
companies, in addition to being subject to broad economic 
changes must cope with constantly shifting conditions more 
closely related to their particular field. These factors in 
themselves are sufficient to invalidate any convenient and 
arbitrary formula of appraisal, but, further, in the final 
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ialysis the quoted value of a common stock at any par- 
cular time is no more than the sum of public judgment— 
rong or right. Perhaps more than any other single 
ctor, the one of public psychology is responsible in 
siaping the short term market appraisal of common stocks. 
has not been an uncommon occurrence for the market 
appraise a stock at twenty-five times estimated earnings, 
only at a later date to appraise the same stock at ten 
times actual net, with no apparent change in its prospects. 
Obviously this nebulous factor might easily nullify con- 
clusions previously founded upon an arbitrary formula. 
Recognizing that the functions of the conventional 
bases for common stock analysis are limited and without 
sustained relationship to short term values, the investor, 
nevertheless, can employ them to advantage. They are 
the tools at hand which, when used with common sense 
and a realistic viewpoint, may be made to serve the ends 
of conservative investment—if not speculation. 


“Price Times Earnings” Ratio 


Undoubtedly the method most frequently used in at- 
tempting to arrive at a rational price basis for common 
stocks is the “price times earnings” ratio. This is perhaps 
the simplest method of quick appraisal—in fact its very 
simplicity frequently leads to its misuse. Obviously the 
results and conclusions of the “price times earnings” ratio 
could vary widely for the same common stocks, depending 
upon the manner in which it is applied. Suppose, for 
example, that it is noted that a selected common stock is 
currently quoted at twenty-five times earnings. What 
earnings—last year’s, a five-, seven- or ten-year average, 
or estimated current earnings? 

It has already been emphasized that the value of a 
common stock depends upon what it can earn in the 
future. To say that a stock is quoted at twenty-five times 
last year’s earnings is excessively appraised, is a superficial 
and outdated conclusion. Later results may conceivably 
show it to have been selling only twelve times current 
earnings. On August 4, a year ago, American Can was 
quoted at 94, or 








emerge from a depression of unprecedented severity. Con- 
vinced that ultimate recovery is inevitable and rising earn’ 
ings the rule rather than the exception, public opinion, as 
reflected in the stock market may not be as hasty in its 
judgment as prevailing quotations might lead one to 
believe. 

In applying the “price times earnings ratio” it is par- 
ticularly important that careful consideration be given to 
the industry with which the company is associated. Inas- 
much as this ratio is simply another means of indicating 
the percentage of earnings on the quoted value of a com- 
mon stock, the investor should seek a higher current 
earnings return from the static or more speculative indus- 
tries to compensate for the absence of unusual possibilities 
for growth, or the presence of risks greater than normal 
inherent to certain industries. Conversely, he is warranted 
in accepting a lower current earnings return from indus- 
tries which appear to have exceptional possibilities for 
recovery and growth. 

Among mining stocks, for example, the investor would 
seem well advised to avoid those issues which capitalize 
earnings at 4 or 5 per cent—or, in other words, issues 
which sell from twenty to twenty-five times earnings. Not 
only is mining fundamentally a speculative industrial ven- 
ture, but dividends paid represent in part, at least, a return 
of invested capital, if ore depletion is not offset by new 
discoveries. In view of these factors it is common experi- 
ence to see mining shares selling on a much more con- 
servative ratio of earnings to price than is true of industrial 
shares in companies of comparable merit. Today, for 
example the gold stocks of the best grade are selling at 
from 10 to 12 times earnings while the shares of various 
manufacturing enterprises command prices from 15 to 30 
times indicated earnings. 


What Are Oils Worth? 


The oil industry, while partaking many of the aspects 
of mining is favored by a sustained demand for refined 


products, as well as the growing probability that present 
oil reserves will be- 
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Significant Foreign Events 


By Gerorce BERKALEW 


Foreign Representative of THE MAGAZINE OF WALL STREET 


American Banks Cancel Italian 
Credits 


The decision of the Italian authori- 
ties to liquidate the “Instituto Italiano 
di Credito Maritimo” came as no sur- 
prise. While there is no reason to 
view the Italian banking situation with 
alarming pessimism, the same cannot 
be said of financial conditions in gen- 
eral, or the exchange situation in par- 
ticular. The lira continues to be con- 
trolled by Paris, but the pegging sup- 
port from this quarter is gradually 
being withdrawn, which has engen- 
dered an 8 per cent discount against 
the franc. 

Furthermore, the Duce has not succeeded in arresting 
the flight of capital and the more or less recent existence 
of a “Black Bourse” establishing exchange rates at between 
15 and 16 per cent above official rates is not without signifi- 
cance. As an indicator of public confidence, conservative 
banking circles question the prudence of attempting to 
aggravate inevitable financial difficulties by spending de- 
pleted Italian resources for the support of the lira. 

It is reported on reliable authority that some American 
banks, as a precautionary measure, have decided to cut their 
Italian ac cceptance credits, this constituting an additional 
adverse factor against the lira. 

That matters are rapidly moving to some kind of crisis 
is seen in the temporary suspension on the part of the 
Italian Government of the requirement that the gold cov- 
erage for the note issue be 40 per cent. Officially, of course, 
Italy refuses to admit the slightest intention of devaluing 
the lira and for years, like France, has been smothering 
her people under the harshest of deflationary edicts with 
a view to saving her currency. Yet, what she is doing 
now has many of the practical aspects of devaluation. 
When a country devalues, it announces that henceforth 
gold will be worth so much more in terms of paper, thereby 
creating an apparent “surplus” of gold in the Treasury. 
This “surplus,” or the so-called gold profit, may be spent 
in any way the government sees fit. Italy, however, evi- 
dently intends to go at the matter directly by arranging 
that from now on there need be less gold back of the 
currency. And because she will need less to back her cur- 
rency, she will have a “surplus” which probably will come 
in “right handy” in the civilization of Ethiopia. 

Thus, in some ways, devaluation and a reduction in the 
gold coverage have similar effects. It might have been 
better, however, had Italy done a straightforward devalua- 
tion job as Belgium did. Had this been done, it is believed 
that it would have put a stop to the flight of capital, re- 
sulted in a re-patriation of funds and stimulated depressed 
export business—all in addition to providing gold to finance 
imperialistic ambitions. 
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Will Dutch Economy Prevent 
Devaluation? 


Nor is the lira the only European 
currency in none too happy an estate 
Ultimate devaluation of the guilder 
appears just as inevitable as ultimate 
devaluation of the lira—and it may 
well come sooner. Fundamentally, 
Dutch troubles are the same as those 
that have beset all the countries which 
sought a solution in devaluation, and 
the same as those currently bedevilling 
France—to suffer further deflation and 
maintain the gold value of the cur- 
rency, or let the currency go and be 
relieved of the deflationary millstone. 
Choosing the first of the two alternatives, the Dutch Gov: 
ernment introduced a drastic economy bill, but this imme- 
diately ran into the most terrific opposition. The cabine:, 
under Premier Colijn, is reported to have resigned, although 
Queen Wilhelmina persuaded them to carry on for a time. 

In the meantime, the live threat of guilder devaluation 
is having a depressing effect upon the price of rubber and 
other commodities. When the guilder goes the way of 
the belga still further pressure on prices is a logical expec- 
tation. American rubber companies seem to have so much 
trouble making money any way, that it is open to question 
whether the advantage of being able to buy raw material 
cheaper will offset the disadvantage of having to take 
inventory losses on the material already bought. 


Competition from Abroad 


While still on the subject of devaluation, this, coupled 
with the trade agreement, in the case of Belgium, has cer- 
tainly had important effects. Belgium cement and _ steel 
exports to the United States have increased by leaps and 
bounds. American cement prices already have shown signs 
of weakness along the seaboard. The Public Works Ad- 
ministration order that, if the amount be more than $10,000 
and 15 per cent can be saved, then the material should be 
bought abroad is being protested vigorously by steel execu- 
tives in the United States. This, however, is only one side 
of the question, what of the stimulation of American 
exports to Belgium? 


* * * 


The Japanese Oil Squeeze 


As a topic of timely interest coincident with American 
and Japanese naval maneuvers in the Pacific is the question 
of the Japanese oil supply. The fact that Japan’s domestic 
production comprises approximately 82 per cent of her 
consumption requirements of three million tons, clearly 
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explains the Government's actual pre-occupation with this 
problem which presents a grave situation in a country 
whose imperialistic policy has become so active. In the 

attempt to offset this deficiency in national economy, the 
© erection of refineries on Japanese soil has been vigorously 
© encouraged. 

The domestically-operated companies import in the 
neighborhood of a million tons of crude oil annually, for 
the most part from the United States, and allocate the 
remainder of consumption requirements to the Standard 
Oil Co., the Texas Corp., and the Royal Dutch. But with 
the yearly increase in Japanese refining capacity, it is only 
a question of time before these foreign enterprises will be 
squeezed out of the refining field. The rapid extension of 
soya bean oil production, together with the application of 
German methods of recuperating oil by hydrogenizing coal 
and lignite, present further potential competition to British 
and American enterprises. 

Already the monopoly operative in Manchukuo, has 
practically struck a death blow to the Standard and Texas 
business in this area and is likely to be of more far reaching 
conseguence when the new Manchukuo wells become 
operative during the course of the next two or three years. 
Hence, the American companies which supply 60 per cent 
of Japan’s petroleum products are facing a tenacious oppo- 
sition in Oriental markets and are suffering, under the 
dominance imposed by the Japanese, from restrictive mea- 
sures of control governing questions of stocks, prices and 
distribution. 

Meanwhile, although it is estimated that the stocks of 
fuel oil held by the Japanese Navy 
are appreciable, according to expert 
authority, it is believed that during the 
| first year of war Japan will have avail- 

able only two-thirds of her peace time 

oil requirements. 


PRE EST 





* * * 


| England—Eat, Drink and Be 
Merry 

The apology of Mr. Baldwin on 
British policy has been received with 
only lukewarm enthusiasm by the ma- 
jority of constructive thinking English- 


} men. Temporarily, the conservative 
government has succeeded in soft 
peddling Lloyd George’s new deal 


plagiarisms; has warded off extrava- 
gant public works expenditures; has 
compromised on building projects for 
the poor; cast free trade traditions to 
the winds by imposing tariff protection 
for defunct home agricultural indus- 
tries; pacified the depressed shipbuild- 
ing areas by the construction of the 
Queen Mary; pandered to Punjab men- " Weae Walid Pies 
tality by dissemination of propaganda 
of English supremacy, both domestic 
and colonial, and continuous insistence 
on the virtues of an isolated and purely 
British program of currency manipulation. 
Meanwhile, building projects of chimeric value are 
launched with extravagant hopes; instalment buying dis- 
counts future prosperity. Pound notes freely spent repre- 
sent the liquidation of invested capital, since interest rates 
are too low to encourage the retention of conservative 
investments. 
And so England continues enjoying an artificial boom of 
prosperity, similar to the pre-depression days of 1928 
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STANLEY BALDWIN 
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in the United States, complacently temporizing until 
the inevitable political reshuffle of present standpat 
politicians. 


* * * 


English Commentary on the Dollar 


According to authorities in London, financial develop- 
ments during the ensuing months depend primarily upon 
the course of the dollar. Through English eyes, the natural 
trend of the dollar is to appreciate except in so far as 
that movement may be offset by continued purchases of 
gold and silver by government intervention. British econo- 
mists expect opposition to grow against President Roose- 
velt’s move toward higher taxation of large incomes. But 
looked at purely technically the move to increase taxation 
in the United States should be regarded, however, as a 
bullish point. There is a yawning deficit between income 
and expenditures and the quicker that deficit is bridged 
by additional taxation, according to British opinion, the 
better it must be for the position of the dollar. Yet it is 
observed that the margin between current revenue and 
expenditures has now become so wide that no feasible 
measures of new taxation can hope to bring about equili- 
brium. Still, foreign speculators regard the dollar as so 
undervaluated at the current level that it is most unlikely 
to be driven below its present exchange value. If this 
tendency should materialize, it would only be necessary 
for American authorities to draw in their horns and stop 
temporarily external purchases of gold and silver. 


* % * 


The Return to Royalty 


Although the days of absolute mon- 
archy are confined irretrievably to the 
limbo of the past, current sentiment in 
Europe has shown a perceptible swing 
from Red to Royalist tendencies. The 
overwhelming increase in circulation 
of the Action Francaise (French Roy- 
alist publication), the unbounded Jubi- 
lee enthusiasm manifested in England, 
the reported increasing responsibility 
of King Leopold in the direction of 
Belgian politics, the decision of the 
Austrian Government to sanction the 
return of the Hapsburgs, bear witness 
to this assumption. 

It will be recalled that the royal 
match-making between the Duke of 
Kent and Princess Marina was destined 
to link, however tenuously, the House 
of Windsor with a possible future 
Greek monarchy. This matrimonial 
venture has resulted in tangible bless- 
ings represented by a loan of approxi- 
mately 20 million drachmas for “de- 
fensive armaments —a large propor- 
tion of which will obviously be pur- 
chased in Great Britain. 

While it is an exaggeration to infer that the Royalist 
movement on the Continent will achieve a decisive vic- 
tory, it is none the less pertinent to observe that the com- 
plimentary form of absolute despotism, in a word, modern 
dictatorship, is definitely on the decline. A new form of 
government is gradually emerging midway between these 
two extremes, which while abandoning ideals of laissez- 
faire, retains the precepts of constitutional rights through 
the medium of directed parliamentary control. 
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GEORGE M. VERITY 
Chairman of the Board, American Rolling Mills Co. 


ITHER the most stable theories developed throughout 
our entire contribution to civilization, as builded on 
practice and experience, have been entirely wrong, 

or the philosophy offered us today affecting our social and 
economic lives is unsound, is unworkable in practice and 
will ultimately be destructive of any form of government 
under which individual freedom of thought and action 
can be maintained. 

Work and thrift have comprised the very sub-founda- 
tions of our economic structure and it cannot be maintained 
and continued on any other basis. 

The guaranteeing of social security by government, 
applied to other than those who are entirely dependent— 
known victims of misfortune—simply represents the begin- 
ning of a structure that, carried to any logical conclusion, 
can of itself easily destroy every vestige of the existing 
order of things. 

All costs of government of whatever nature, be they for 
administration, for constructive work or for social reform, 
must finally be borne by that large group of our citizens 
who work, earn and save. Any suggestion that it can be 
palmed off on the comparatively few very rich or those 
of more than average means is entirely misleading. 

All taxes must ultimately come from the earning capacity 
of the nation. If that earning capacity is injured or de- 


stroyed through placing a burden of cost on goods pro- 
duced beyond what the public itself will pay for such 
goods, the whole structure of trade and commerce, which 
depends upon a profitable exchange of goods and services, 
breaks down and the Government itself will sooner or later 
face bankruptcy. 


The New Socia 


and Economic 


Philosophy 


As a people we must get out of the befogged atmosphere 
in which we have been living and come out into the clear 
sunlight of fact and substance. It is extremely foolish for 
any of us longer to delude ourselves with the thought 
or hope that by some hook or crook we are going to profit 
through some new scheme which will bring about a redis 
tribution of wealth, already created. 

If all of our fixed property could be turned into liquid 
wealth and if in such form it was equally divided between 
us all, it would not affect our problem of support of gov- 
ernment or of social reconstruction one iota. 

In so short a time that it would seem as nothing, we would 
be back where we were, dependent on the creative energy 
of our citizenship. Destroy creative energy and there can 
be no civilized form of government. 

These few fundamental facts, not theories, should be 
told and retold in every way possible; until the great 
masses of our people can get out from under the many 
delusions which have been thrown around them and under 
which they have been hoping that some miracle of good 
fortune would be taken from the hat and dropped into their 
laps. They must come to see that old fashioned work and | 
thrift have made civilization what it is, that no govern | 
ment can go on spending billions for artificial stimulation 
of our business activities and at the same time place every 
possible obstacle and restriction on their sound and efh- 
cient operation, and still develop for us anything that can 
be called prosperity. 

Progress comes from an increase in wealth and not from | 
the creation and spread of poverty through some Elysian 
but impractical scheme, labeled as wealth sharing. 

No matter how unwillingly they may do it, if our repre- 
sentatives in Congress are, through political domination, | 
forced to go on and enact new legislation, still further 
destroying every hope of our millions of security holding 
citizens, of any return on their investments, the result will 

be so disastrous it will require the continued effort of 
several generations to right the wrong that will have | 
been done. 

Unless our whole scheme of pyramiding bureaucratic 
control and of giving government support to everything | 
and everybody is quickly and radically changed, anything | 
we have known about taxation burdens in the past, will 
be as a mere beginning of those which are still to come. 
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a redis CCORDING to the Treasury statement for June 29 

A the depression had cost the Government of the 
» liquid United States $15,807,000,000 up to the end of the 
etween | fiscal year 1935, so far as funds for that purpose were actu- 
of gov f ally expended through emergency organizations. Of that 
sum $6,346,000,000 passed through the hands of the Re- 
would f construction Finance Corporation. ‘The Corporation, it- 
energy self, says that it disbursed $7,349,000,000. The discrep- 
ere can} ancy, a minor one in these days when a million dollars is but 
small change in the fiscal affairs of the Government, can 
uld bef doubtless be explained by a raft of footnotes in the Trea- 
- great] sury statement and by the turnover of repayments received 


many | by the RFC. 











under Congiess has come to use the RFC as a ready cash 
f good — medium for all sorts of emergency disbursements, and has 
o their — at the same time provided that insti- 
rk and F tution with a direct pipe line into the 
overn’ F vaults of the Treasury. Whenever 
ation} the RFC runs a few billions short it 
every gives its IOU’s to the Treasury, keeps 
d efh- the proceeds on deposit there; checks 
at can against them as it needs cash. The 
| Treasury, in turn, sells bonds and 
from | notes whenever Jesse Jones finds his 
lysian | money running low. 


Originally, besides its capital of 
repre- $500,000,000, the RFC was en- 


ation, | dowed with authority to float its ob- 
irther ligations to the extent of $1,500,000,- 
Iding | 000. By virtue of later amendments 
t will this authorization was increased, net, 
rt of to $5,550,000,000, giving the Corpo- 
have ration a total working capital of $6,- 
050,000,000—enough to buy all 
ratic Mexico outright. 
hing With such vast resources and the 
hing | unlimited possibilities, of lending to 
will | public and private agencies in real or 
1€. | fancied distress, or of handing out 


money for keeps during a period in 
which distress was universal and 
donations were the order of the day, 
the RFC has not lacked for custom- 








Recovery Fostered on Business 
Principles 


Reconstruction Finance Corpora- 
tion Is Making Admirable Record 


CRESSWILL 


loan bank in the world as well as a prodigious Santa Claus. 

The reports of the RFC are nowhere examined with 
more interest than in the library of a certain residence in 
Palo Alto, Calif., where former President Hoover vindi- 
cates himself to himself when he is faced with the charge 
that he did nothing about the depression. RFC is his 
emergency baby and it was frantically on the job for 14 
months before the present administration came into power, 
although the latter deserves unstinted credit for making it 
the all-around George Cashier of the emergency pay-off 
mess. 

For more than three years now RFC has been the fire 
department, emergency hospital and convalescence sani- 
tarium of American private finance and business. In the 
first months of its existence its main job was to rush to the 
rescue of banks, succumbing to the 
demands of scared depositors who de- 
manded all their money on the spot. 
At that time one of the commission- 
ers was on duty at the head offices in 
Washington all night, and on more 
than one occasion, thanks to telegraph 
and long distance telephoning, air- 
planes laden with cash swept down 
from the skies to reinforce hard 
pressed banks as frantic customers 
mobilized for the last charge on the 
tills. The rescue and salvage work 
done in those dark days might per- 
haps have prevented the general run 
on the banks which set in after the 
elections of 1932 and culminated in 
the temporary closing of every bank 
in the country, by proclamation of 
governors or the President, in the first 
part of March, 1933, if it had not 
been for the fatuous policy of Con- 
gress in requiring the monthly publi- 
cation of the loan records of the Cor- 
poration. Under that practice the 
medicine the RFC gave to ailing 
banks was often taken as proof of 
fatal illness, and then public rumor 


> ers. Indeed, if it had not been some- administered the coup de grace. 
what glass-eyed and somewhat lim- Underwood Photo. Thousands of commercial banks, trust 
ited by Congress it could easily have H companies, building and loan associa- 
trebled its loans. As it is, the Jesse H. Jones tions, life insurance companies, mort- 
R F C is undoubtedly the greatest Chairman, R. F. C. gage loan companies, the various 
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classes of Federal agricultural banks, agricultural credit cor- 
porations and livestock credit corporations were saved or 
mightly helped in their distress. 

The tottering railroad companies were invited to have 
some money if they liked. And did they like? When a 
bond couldn't be floated or a nickel borrowed at the private 
banks up stepped the R FC with fat rolls of cash. 

When nobody else would bet on the future of the U. S. 
the R FC poured out Uncle Sam’s money in lavish bets on 


himself. 
A Stake in Banking 


By virtue of a flock of amending laws, R F C’s beginning 
functions and resources were greatly expended. Groping 
to their feet from the chloroforming of the bank holiday 
those first ten days of March, 1933, the banks found the 
R FC empowered to enter into partnership with them; not 
so much to save as to strengthen and equip them for con- 
structive service. The partnership took the form of pur- 
chase of preferred stock or loans thereon and the purchase 
of the notes and debentures of banks. On top of almost 
$2,000,000,000 lent to banks and trust companies under 
initial authority the banks got over a billion dollars by sell- 
ing themselves in part to Uncle RFC. In its beginning, 
loan period, R FC helped 7,345 banks and trust compan- 
ies, and in the later, investment, period it took on more than 
7,138 banks—largely duplications, of course. 

Broadening out to reach all the living casualties of the 
depression that seemed to have some claim on life, R FC 
came to lend to industry and commerce direct and to insti- 
tutions principally engaged in financing the sale of electrical, 
plumbing, air conditioning devices and other household 
appliances. Herein the R FC appeared for the first time 
as a promoter of business. Other expansions of its field 
took R FC into a lot of loans for the benefit of various 
types of agricultural improvement districts, such as drain- 
age, irrigation, etc.; as well as capital loans to industry. 

After this boost to deserving ruralites the great financial 
doctor corporate turned back to the banks again, this time 
for conversion of the dead. Loans were made to the re- 
ceivers or conservators of closed banks to help clear up the 
wreckage of the bank holiday and the troubles that preceded 
it. Then came loans to mining and smelting companies, 
loans to school districts to pay teachers, loans to the fishing 








retary of Agriculture and FC A for crop loans to farmers; 
to the Farm Credit Administration for loans to joint stock 
land banks and for direct loans to farmers; advances to the 
Federal Emergency Relief Administration, advances for the 
capital of the Federal Home Loan Banks and of the Home 
Owners Loan Corporation, and for financing of the Federal 
Housing Administration. At one time the R F C sponsored 
a group of 12 regional agricultural loan corporations which 
were later transferred to the FC A. And before the advent 
of PW A it was handling the then much talked of self- 
liquidating loans to business enterprises—$158,000,000. 


Repayments Mount into Billions 


The grand total of loans, public and private, and pur 
chases of bank and life insurance company preferred stocks 
and stocks of governmental corporations, as actually dis- 
bursed at the end of last June, was $5,319,000,000, of which 
$2,853,000,000 had been repaid. The balance is an asset 
which will largely come back to the R FC or to the Gov- 
ernment at some time in the future. It is all owed, but 
some of it may not be collectible. Congress may some day 
wash out loans like those through the governmental Com- 
modity Credit Corporation, but those particular loans seem 
to be good business. The first year’s corn loans have been 
entirely repaid—$125,000,000; the cotton loans have been 
repaid to the extent of $151,000,000 on $294,000,000 
These commercial assets of the R F C must be kept in mind 
as an offset in the end against the grand total of relief 
and recovery charges. 

But while the R F C is a lender, a business-like lender, in 
cne department, it is a donor in another department of its 
work. By instruction of Congress it has been a mere allo- 
cator of $730,000,000 to various governmental agencies. 
It will never see again the $730,000,000 it has distributed 
to them for various purposes and uses, although it will all 
nominally come back to the Government in some capacity 
as cash or property. Such are the allocations to the 
Home Owners Loan Corporation and the Federal Home 
Loan Bank, the Federal Farm Loan Commission (FC A), 
and Federal Farm Mortgage Corporation—for capital: 
Federal Housing Administration; Secretary of Agriculture, 
for crop loans, for capital of agricultural credit corporations, 
and for production credit corporations. 

But the $300,000,000 handout the R FC gave the states 

for relief in 1932, the $500,- 




















industry, loans to repair 
damages by floods and other a ee «=—000,000 it pased over to 
natural catastrophes, loans | | Harry Hopkins to shovel out 
for the cig pero 2 by | Highlights of the Biggest Banking i] to the oe He Rll 
institutions of agricultura 5 . 1933, and the $500,000,000 
products and aciannck loans || Project in the World it produced under the emerg- 
to facilitate exports, loans for | Capital of RF C...........0.0. 00.02.2200... $6,050,000,000 /f ency appropriation act of 
various sorts of agricultural Loans and Investments.......................... 819,000,000 || 1935—they are all gifts, 
financing, loans to receivers as shit ce heed vacasedesaien cs’ 2,853,000,000 || which will be repaid only in 
of farm lands for the purpose Awaiting demand by authorized borrowers......... 949,000,000 || gratitude, with a large deficit 
of paying taxes, advances to Relief Disbursements......................-..4- 1,300,000,000 || at that. Yet, all told, RFC 
the reclamation fund, pur- Recovery disbursements to government agencies... 730,000,000 |} can claim assets, dubious or 
chase of securities from the (Loans and Investments will probably pay out in not, of more than $4,000,- 
Public Works Administra- full—Recovery disbursements represent ultimate | 000.000. 
tion, purchase of debentures Oe ae omenog a | The RFC has made 
or other obligations of the aia... 29,000 | about 20,000 loans and in- 
Federal Deposit Insurance anitine Ghai Diath: Gilinat SANG Weitced 22000 || vestments. Included in them 
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Semi-Annual Dividend Forecast 


Part I—Railroads, Motors and Accessories, Liquor, Machinery 


and Electrical Equipment, Farm Implements, Office Equipment 


E are now well into the third year of economic 

recuperation and despite its irregular course the 

results are cumulatively reflected in a rising trend 
of aggregate corporate earning power and a consequently 
more liberal distribution of dividends to investors. The 
year to date has produced hundreds of favorable dividend 
changes and has established 


utilities and others, will follow in the issues of August 17 
and August 31, respectively. 

Of the groups covered in following tables and comments 
only one—the railroads—has failed to experience a heart- 
ening recovery. The combination of continued depression 
in freight trafic and burdensome funded debt makes the 

rail dividend outlook none too 





the foundation for many more 


cheerful, with few excep- 





extra payments or increased 
rates in coming months. 

The investor’s interest is 
not alone in this generally fa- 
vorable trend, but more speci- 
fically in developments and 
dividend prospects in individu- 
al companies, some of which 


ings. 
in rating the 


: INDUSTRY 
set the pace while others lag iota wslmen ak nein 
behind. It is to serve this position. 


specific interest that Part I of 
our expanded Semi-Annual 
Dividend Forecast is herewith 
presented. Parts II and III, 
including such industries as 
steel, metals, chemicals, food, 
building, tobacco merchandis- 


B—In a fairly strong and 
stable position. 


C—Depressed but prospects 
for recovery moderate- 
ly favorable. 


D—Depressed; declining prof- 
its; no signs of nearby 
improvement, 


Two fundamental factors, the industry and 
the company itself, are used to form our rat- 
The letters A, B, C and D are applied 
industry; 
1, 2, 3 and 4 in rating the position of the com- 
pany in that industry. 


tions. But in the other groups, 
notably Motors, Motor Acces- 
sories and Office Equipment, 
will be found some of the 
brightest features of the year. 
Liquor earnings for the pres- 


and the numerals 


Thus: ent seem more impressive than 
COMPANY liquor dividends. Machinery, 
1—Large current earnings; Electrical Equipment and 
dominant in field; Farm Implements show a 


strong financially. 
2—Good potential earnings; 
important company; 
good financial position. 
3—Earnings still relatively 
low; fair financially; 
business volume mod- 


erate. 

4—Doubtful outlook; weak 
financial position; un- 
profitable operations. 


strong recovery trend from a 
low base, pointing the way to 
future dividend action. 

The tables and comment 
comprising this service are 
accompanied by our usual in- 
vestment ratings, as explained 





ing, oil, amusements, aviation, 


in the table herewith. 





Railroads Still Need Traffic 


HE same problems which have long menaced the rail- 
roads in the United States remain unsolved and the 
hopeful implications of rising industrial activity and 

improved crop prospects are overshadowed by the uncer- 
tainties surrounding the nature of the railroad legislation— 
which may or may not be enacted by the present session 
of Congress. 

There is at the present time, before Congress, a veritable 
welter of legislation affecting railroads either directly or 
indirectly and in the present state of restlessness evident in 
the two legislative bodies, it is impossible to determine which 
of the pending bills will be enacted, or which will be al- 
lowed to die. The principal laws which would favor the 
railroads include, regulation of interstate bus and truck 
carriers, amendment to the Bankruptcy Act to empower 
courts to declare reorganizations effective regardless of 
minority objections, and the extension of the Emergency 
Transportation Act to June 17, 1936. On the other hand 
several bills are being pressed by railway labor which are 
estimated, if enacted, would add a billion dollars to operat- 
ing expenses annually. These bills include a pension bill 
to supplant the one declared unconstitutional earlier this 
year, and while responsible advices doubt that any of these 
labor laws will be passed in the present session, the political 
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strength of railroad labor strongly suggests that further 
proposals of the same type will continue to be brought for- 
ward. Moreover, the Social Security Bill is a definite part 
of the “must” legislation, the provisions of which would 
add to the burdens of the railroads. And if further evi- 
dence is required that the Government has no definite pro- 
gram for ameliorating the plight of the railroads, it is only 
necessary to note that the recently enacted Public Works 
Bill provides more than $100,000,000 for the development 
of inland waterways which have long been a thorn in the 
side of the rail carriers. 

In the meantime, while the legislative prospect remains 
shrouded in uncertainty, there is scant basis for optimism 
in the earnings and financial position of the majority of 
roads. The physical volume of freight traffic carried by 
Class I roads in the first six months of 1935 was nearly 2% 
under that for the same months of 1934 and carloadings 
declined steadily from February through May and recov- 
ered somewhat in June owing to the unseasonally heavy 
movement of bituminous coal, when a strike appeared to 
threaten. Gross revenues were 0.5% higher in the first 
five months than a year ago, but an increase of nearly 4% 
in operating expenses brought a decline of 13% in net 
operating income. The results in May are particularly 


393 


significant, in view of the fact that they reflect both the 
full restoration of wage scales and the recent increase in 
rates granted to the roads. Gross income of about $280,- 
000,000 was 0.9% lower than in May, 1934, operating 
expenses of $209,200,000 were 0.4% lower than a year pre- 
vious and net operating income of $39,505,000 declined 
0.5%. Operating expenses required nearly 75% of gross 
revenues and the return on property investment amounted 
to only 2%. In the first five months of this year, despite 
a moderate increase in gross, the operating ratio of 77% 


is in receivership, and about 80% of it is failing to earn 
fixed charges. Borrowings from banks and the R F C re- 
main at a high level and it would not be surprising if one 
or two other large systems sought the protection of the courts 
before the year is out. In the meantime, reorganization 
of those roads now in receivership is not making much pro- 
gress, due to difficulties in reconciling the interests of va- 
rious security holders. It is practically a foregone conclu- 
sion, that any reorganization consummated at this time will 
of necessity be drastic, in order to restore public confidence 
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was the highest since 1923, a condition largely due to the to a point which would permit railroads to finance them. § praise 
restoration, by government order, of the 10% wage cut selves publicly, and “bail out” the R F C. stocks, 
previously in effect. It is only too obvious that the rail- Aside from those few roads which achieved outstanding remot 
roads and their security owners are practically at the mercy __ records through the depression in support of their current ff skyroc 
of government regulation. dividend prospects, there is little in the near term railroad ff the pc 
Financially, many roads continue seriously handicapped. outlook upon which to base dividend hopes for the majority | Repea 
One-fourth of the railroad mileage in the United States of holders of railroad common stocks. collap: 
appro. 
—— —= : = = ——————— leader: 
| a han 
. & . 4 | a 
Position of Railroad Common Stocks | J reason 
| compa 
; Earned Per Share Price Range | The 
Railroad +, ——— —~ Recent Divi- Yield Market COMMENTS = 
1984 1985(e) High Low Price _dend % Rating shares 
WENUUR ci sess neess cca dav ce 0.33 1.00 5554 3534 64 2.00 3.7 C-1 Traffic and revenues holding up well. Finances strong. late ec 
Further special dividends likely. VE: aaa 
Atlantic Coast Line.............. Nil Nil 3714 1914 22 C-3 Earnings adversely affected by lower L. & N. dividend tactors 
oe Finances fair. Shares speculative. some d 
Baltimore & Ohio............... Nil Nil 15 7% 12 C-3 Finances somewhat impaired and increased costs cut ve P 
net. sure U 
Bangor & Aroostook............. 4.96 5.00 46 361; 44 2.60 6.7 C-1 Earnings assure adequate dividend coverage. Shares | sales b 
_ attractive for income. a | di 
Canadian Pacific................ 0.07 0.10 1334 934 10 C-2 Finances satisfactory, but earnings improvement siow. =| produc 
qi ____ Shares have long term merit. | not re 
Central Railroad of New Jersey... Nil Nil 55 34 42 C-2 Recovery slow, but potential earnings large. Finances | hick 
sound. | which 
Chesapeake & Ohio............. 3.67 3.50 4534 37% 45 2.80 6.2 C-1 Sustained earnings and strong finances would support | obtain 
higher dividend. | to arri 
Chic., Mil., St. Paul & Pac....... Nil Nil 3 4% 44 C-4 Proposed reorganization provides }4 share for each | ; 
a yin os: ; share of common. | are he 
Chicago & Northwestern......... Nil Nil 556 13% 2 C-4 yn gz may be drastic. Position of common bootle; 
obscure. : 
Chic., R. I. & Pacific............. Nil Nil 256 4% OU C-4 _No reorganization probable for some time. to fina 
Delaware & Hudson Co.......... 1.87 1.75 4314 2314 $2 C-2 Company’s portfolio of considerable potential value. | Congr 
Shares may be held for longer term. ie to 
Delaware, Lack. & Western...... Nil Nil 19% 11 15 C-2 Important road with large potential earning power. Ty 
Financial position secure. nee | may b 
_: eae Nil Nil 14 7% 9 C-3 Traffic and earnings have lagged this year. Dividend | the o 
prospects remote. ee | P 
Great Northern (Pfd.)........... Nil 0.50 2254 956 21 C-2 Finances comfortable and earnings should reflect bet- | at a lo 
ter crop movement. BL As | 
eT en | nn 77 | Nil 174% 914 14 C-3 Gross up, but heavier expenses cut net below last | . 
year. No dividends for sometimetocome. ss early s 
Kansas City Southern........... Nil Nil 834 334 6 C-3 carey lagging. Finances fair but earnings pros- | new ir 
pects dull. aa | 
EMM WANE. ciccccsccccccccse Mal Nil 11!4 5 1% C-3 Borrowings heavy and adverse factors may permanent- the su 
ly retard recovery. prev1ol 
Louisville & Nashville........... 2.54 2.50 47) 34 40 2.00 5.0 C-2 Outstanding financial strength; no floating indebted- 
ness. No further change in dividends likely. | 
Missouri-Kansas-Texas......... Nil Nil 64 2% 3 C-3 Current prospects better but resumption of adjustment | — 
bond interest not imminent. | 
Miiseparl Paciic................. Mal Nil 8 1 14% C-4 Reorganization still some time away. 
New York Central............... Nil Nil 2134 12144 18 C-3 Larger gross nullified by increased costs. May float 
large bond issue later this year. | | 
IN. ¥., Cac. & St. Louis.........- Nil Nil 13 6 8 C-3 Finances fair and October maturity likely to be ex- | i 
tended, but dividends remote. <a } 
N. Y., N. H. & Hartford......... Nil Nil 8'4 2% 4 C-3 Restricted financial position and earnings. Good divi- | es je 
dend prospects. | Dis 
N. Y., Ont. & Western...... Ce Nil 6 25% 3 Sarees mre C-3 Finances in dire need of improvement. Divs. remote. | 
Norfolk & Western.............. 18.90 14.50 188314 1658 182 10.00* 5.5 C-1 Reduction in funded debt enhances strong equity po- | | 
sition of shares. | 
S| a iF  ) 0.35 21% 134 19 C-2 Prospective increase in wheat crop should aid later Na 
earnings. Finances strong. ong 
Ros ocecvoscseukaes 1.43 1.50 2536 174% 26 1.00 3.9 C-1 Current earnings hold close to 1934 levels. No divi- 
dend change Indicated. | 
POND PERTHOPNED ...... . oe. cw veces Nil Nil 19 9% 138 C-3_ R. F. C. Loans extended, finances fair but no earnings Lad 
available for common stock. | Sc 
i "i > See 1.75 434 297% 35 2.00 5.7 C-1 Strong financial position supports security of dividends. 
eee 0.11 0.25 19% 1234 19 C-2 Finances secure and current earnings up. Shares | 
speculatively attractive. | 
Southern Railway............... Nil Nil 1614 546 7 C-3 Impaired finances and doubtful traffic prospect account | 
for recent weakness. | ae 
PE Soci rend ses teccces 6.63 6.00 111% 8214 105 6.00 5.7 C-1 Current earnings somewhat lower, but dividends ap- 
pear secure. | 
Western Maryland.............: Nil Nil 9% 544 734 C-3 Finances fair and earnings may show moderate im- 
crovement for full year. | =n 
(e)—Estimated. *—Incl. extras. | 
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Liquor Companies’ Earnings Encouraging 


market is the conservative manner in which the earn- 

ing power of representative liquor companies is ap- 
praised. It is hardly more than two years ago when liquor 
socks, or for that matter the stocks of almost any company 
remotely connected with the liquor industry, were being 
skyrocketed, and fantastic estimates were being made of 
the potential earning power of the various companies, once 
Repeal became an actuality. The boom in liquor stocks 
collapsed and the extravagant estimates have not even been 
approached. Yet in the eighteen months since Repeal, 
ladership in the industry has been clearly established by 
a handful of the larger companies and, judged by any 
reasonable standard, the earning power developed by these 
companies has been quite satisfactory. 

The fact, however, that quotations for leading liquor 
shares appear lower than might otherwise be warranted by 
late earnings is undoubtedly due to the presence of several 
factors which have arisen since Repeal and which inject 
some doubt into the probable trend of future earnings. To be 
sure the initial impetus which was imparted to distillers’ 
sales by the necessity of stocking retailers, hotels and clubs 
produced abnormally high returns at the outset, which could 
not reasonably be expected to be sustained, and the time 
which has elapsed since repeal has not been sufficient to 
obtain a clear idea of normal earnings. Further, attempts 
to arrive at a satisfactory basis for gauging future earnings 
are handicapped by uncertainties arising from continued 
bootlegging, lower prices, the need for large working capital 
to finance aging stocks of liquor, and the manner in which 
Congress will provide for Federal supervision of the indus- 
try to supplant the former liquor codes. These factors, it 
may be presumed, outweigh in the minds of the investor 
the opportunity to acquire the shares of leading distillers 
at a low ratio to current earnings. 

As has always been the experience in this country, the 
early stages of a new industry (Repeal virtually created a 
new industry) are marked by mushroom growth ending in 
the survival of only the fittest. Many interests without 
previous experience were attracted to the liquor industry, 


) = of the most apparent anomalies in the present 


deceived by the comparatively small initial capital outlay 
required and the promise of quick profits. At the outset a 


- chaotic competitive situation developed but fortunately illu- 


sions soon gave way to realism and the mortality rate in all 
branches of the industry has been extremely high during the 
past eighteen months. There will be a further elimination 
of uneconomic competition as the money runs out and pub- 
lic preference becomes more and more concentrated in the 
reliable products of the large national distributors. In a 
comparatively brief time, therefore, the overcrowded posi- 
tion of the industry seems likely to correct itself. 

There has been a general adjustment downward in prices 
during the past year, and while profit margins are narrower, 
increased consumption should take up some of this slack. 
Consumption, according to Government tax figures, is less 
than 60% of pre-war levels despite the interim increase 
in population, but these figures do not give effect to the 
continued large sale of illicit liquor. Bootlegging is still 
a profitable venture, for the heavy Federal and State taxes 
imposed upon liquor represents handsome margin of profit 
for the bootlegger. The Government still pursues its efforts 
to stamp out this evil, as against the more effective method 
of reducing taxes, and from all indications there is little 
likelihood at this time of any change in this policy. 

From the standpoint of bootlegging, it is regrettable that 
the liquor control bill recently passed by the House will per- 
mit the purchase by hotels, clubs and wholesalers of liquor 
in bulk, as against the former regulations which made it 
compulsory that all sales be made in bottles properly 
labeled. Should this new provision become law, obviously 
it will permit considerable latitude for the sales of illicit 
liquors. It is to be hoped that the Senate will be effectual 
in having it removed from the final bill. 

The leading distillers continue to divert a substantial part 
of their production to storage for aging purposes. While 
this is a sound policy looking toward the future, it ties up 
a substantial portion of working capital. It has made it 
necessary for these companies to husband their cash, thereby 
postponing the inauguration of dividends or restricting pay- 
ments to a very conservative portion of earnings. 








Position of Leading Liquor Stocks 





Earned Per Share Price Range 
1 


Company ——. 


OO 
1934 1985(e) High Low 


Recent 
Price 


Divi- COMMENTS 


Yield Market 
dend % 


Rating 





Distillers Corp.-Seagrams........ 0.66(a) 56.00 22% 18% 


21 


Company's merchandising policies have been outstand- 
Ingly successful and have resulted in strong trade po- 
sition. Stocks of aged whiskies, largest in North 
America. Heavy outlays for new plants may restrict 
dividends, but payments may shortly be forthcoming. 


B-2 





National Distillers............... 5.61 4.00 2914 231% 


27 


2.00 Company Is the largest domestic factor and is accumu- | 

lating large sunplies of aging liquor. Lower profit | 

margins this year but earnings likely to cover dividends 
margin. Shares have merit for income. 


y a good 
Earned $1.41 In first 6 mos. vs. $2.87 a year ago. | 





Schenley Distillers.............. 6.63 5.00 3334 22 


30 


Dividend policies may continue conservative in order to 
permit accumulation of aged liquor. Company is sec- 
ond largest domestic manufacturer and distributor. 
Finances improved but dividends will depend on com- 
pany’s ability to enlarge cash. Earned $2.88 in first | 
6 mos. vs. $4.07 in first half of 1934. | 





PIGMRE WRIMEE sh ace coe cheese 4.40(b) 6.00(b) 325 23'4 


Although earnings would justify inaugurating payments } 
to common share holders, company is still expanding 

U. S. facilities and may require large working carital. | 
Recent $2,500,000 fire may further tend to defer pay- } 
ments. Shares reasonably valued on earnings basis. 








(a)—Fiscal year ended July 31. (e)—Estimated. 





(b)—Fiscal year ended Aug. 31. 
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Motor Sales Sustain High Level 


More Than Seasonal Volume Improves 


Earnings for Large. Automobile Manu- 


facturers and Accessory Companies 


T is to be doubted whether automobile manufacturers 
even in their most optimistic moments really thought 
that automobile production could soar in the way it 

has this year; and that it could have been so long sustained 
undoubtedly is surprising them even more. For June, 
output was something in excess of 350,000 units, bringing 
the total for the first six months to about 2,347,000, or 
roughly 31% above the output for the first six months 
of 1934. Moreover, all reports received for July indicate 
that this month too, considering the season, has opened 
very favorably. While it is perhaps guessing too far ahead, 
it is estimated currently that 1935 output will reach a 
total of 3,600,000 units, or higher than in any year since 
1929. 


Production vs. Profits 


Yet, although from the production standpoint this year 
has been, and promises to be, more than a reasonable 
man could hope for, those interested in the automobile from 
the security standpoint will wish to go into the question 
a little more thoroughly. They will quickly discover two 
important things: (1) That although the drift towards the 
low-priced field is not as strong as it was, buyers seeking 
larger and more expensive cars are obtaining them for the 
most part either from General Motors or Chrysler (both 
among the main contenders in the low-priced field) instead 
of from the independents. (2) That squeezed between 
higher costs on the one hand and still keener competition 


on the other, profits, while comparatively good, are not 
what they should be in view of the output. 

It is disheartening, of course, to a stockholder in one of 
the smaller organizations to see his company’s output in- 
crease and yet know that it is accounting for a smaller per- 
centage of the available business. It is, however, a fact 
which must be faced, particularly in the light of what 
will probably happen when the present cycle of automobile 
prosperity burns itself out and production starts on the 
way down again. 

Of some general concern to the automobile stockholders 
is the manner in which used cars seem to be piling up 
again. Some months ago this had developed into rather 
an acute situation, but intensive sales drives on the part of 
dealers, ably backed by the manufacturers through ad- 
vertising over the radio and in papers, relieved matters to 
the point where sales of new cars were not being appre- 
ciably handicapped by stocks of used vehicles. It seems, 
however, since the code restrictions on trade-in allowances 
were abandoned, that dealers are again paying excessive 
prices for used cars and that in consequence stocks are 
again piling up. This situation possibly could have some 
bearing on sales of new cars later on in the summer, but 
whether it actually will only time can tell. 


Dividend Prospects 


So far as dividend prospects for this year are concerned, 
only three automobile companies and one truck company 











































































































ee ee ~ ai ii =a vo a7 
| 
| 
Position of Leading Motor Stocks | 
~ Earned Per Share Price "a rote - -_-- 
— en —193 = 
ist 6 ist 6 Recent Divi- Yield Market COMMENTS 
_Company _ 1934 mos.’34 mos.’85 High Low Price dend = % Rating pa Foes 
Auburn. dofa def b def b 29%, 15 22 B-3 While the most recent report disclosed a smaller loss 
company will have a hard time regaining its remarkable 
ee rg ee ee ne ee } past earning power. vi 
} DP ciccistsxasrss<s Se 1.88 4.31 5714 31 56 1.00* 1.8 B-1 — another 25 cents extra; others are possible 
ater. | 
| General Motors... . 1.99 1.51 1.85 38% 2656 37 1.00 27 B-1 Extra within the near future likely. ia | 
| Graham-Paige........ def Nil 0.05(1) 34 — 14% Sec). Sears ____B-3__ Shipments so far in 1935 have been the best in years, 
| Hudson...... def def 0.15(1) 123, 61% 8 B-3 Company has been coming back fast, but will have to 
} enjoy even further improvement before a clear future | 
LS a mn 4 otek = ee. _ean be seen. 
Hupp.... def def def E a i er ey B-4 It Internal quarrels have handicapped this organization. | 
Mack Trucks 0.03 0.23 def(1) 28% 185¢ 21 1.00 4.8 B-2 Although currently light trucks are meeting with a | 
much better demand than heavy vehicles, the expected | 
ion shortly should help the | 
ely L- | Pt Pee = ; —. tatter—and Mack which manufactures them. | 
_ |. eR def b def b 19'4 11 13 1.00 7.7 B-3 Despite strong fi present dividend is not wholly 
assured, for the company is still fighting for its position | 
_ ' — = __in the low-priced field. 
ET def def 0.02 5% 3! Q 5 B-3 New, lower priced car meeting with good demand. 
Reo.. ie def dof 0.01(1) 4% _! Sew B-3 Does better, but still has much ground to regain. | 
| Studebaker .. N. F. N. F. N. F. 3 24% 3 B-4 Out of receivership, the company starts with a clean | 
- slate. | 
Yellow Truck........... def Nil def (1) 44 254 3 eu Sse B-4 Large arrears on preferred: outlook for the common | 
obscure. | 
rex 
a—yYear to Nov. 30. b—Six months to May 31. (1)—1st quarter. E—Estima‘ed. N.F.—Not available. *—Plus extras. i 
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are involved. The automobile companies include the two 
big producers in the low-priced field and in both cases there 
is a prospect, and a good one, of stockholders obtaining 
more than they are receiving currently. The other auto- 
mobile company, Nash, is making a valiant fight for its 
LaFayette in the low-priced field. If it succeeds, the 
present dividend is more than safe; if it fails, or the matter 
proves to be a long drawn out struggle, the dividend eventu- 
ally may be cut or passed altogether. 

The demand for trucks so far in 1935 (according to 
registrations for the first five months) has been about 30% 
greater than in 1934. Although this hardly compares with 
the increase of more than 50% in the demand for passenger 
cars, nevertheless it is a very substantial increase. It is 
to be noted, however, that the greater demand for trucks 
has been almost entirely for lighter vehicles, the sales of 
heavy vehicles having been somewhat less this year than 
last. It is doubtful, however, that such a divergent showing 
can continue indefinitely. Construction is on the upgrade 
and, although concrete benefits to heavy truck manufac- 
turers are meager as yet, the outlook undoubtedly is much 
improved. 


Motor Accessories 


As has been pointed out many times before, the auto- 
mobile accessory companies are beneficiaries of a high rate 
of automobile production, no matter which automobile 
company obtains the lion’s share of the market. Thus, it 
should occasion no surprise to note that there is hardly a 
well-known accessory company which has not made some 





money this year. Relatively the improvement in the 
accessory companies has been much more general than in 
the automobile companies proper. 

With the possible exception of the tire companies which 
continue to suffer from price restricting competition on 
the one hand and uncertain raw material prices on the 
other, stockholders in the accessory companies have been 
well treated. Dividends have followed earnings promptly 
and closely and there is no reason to expect managements 
to change this policy; indeed, some are on record as having 
stated that they would pay out to stockholders substan- 
tially all earnings. Thus, generally speaking, the dividend 
prospect is more closely than usual the earning prospect. 


Outlook Bright 


This is reasonably bright. Automobile production natu- 
rally will begin to fall off shortly, but it will not be long 
before many accessory companies are receiving orders for 
parts for new models and, with general business on the 
upgrade and with the weight of the evidence pointing to 
an active fall and winter, the groundwork will be laid for 
another good automobile year in 1936. 

Beyond this it is not easy to generalize about the acces- 
sory companies; their activities are too diverse, and becom- 
ing more so as a greater number of companies seek to effect 
a measure of independence from the automobile. It is 
important that stockholders follow carefully these sorties 
into other fields. Sometimes they are most successful in 
increasing earning power and stabilizing the company’s busi- 
ness; in other cases they merely result in loss. 


































































































































































































Position of Leading Motor Accessory Stocks | 
: "————~—~”—s«éd&aarned Per Share Price Range ae 
— . ——1985 —. 
Ast 6 Ast 6 Recent Divi- Yield Market COMMENTS 
Company 1°34 ros.’84 mos.’35 High Low Price dend Q% Rating 
Bendix Aviation......... 0.90 0.72 0.76 18 11% 17 TS mares B-2 Is a prospective payer of dividends in the near future. 
Bohn Aluminum........ 4.31 3.28 2.70 597% 3954 47 3.00 6.4 B-2 oe have fallen, current rate is reasonably 
assur 
Borg-Warner........... 3.06 1.59 2.51 4514 2814 45 1.50 3.3 B-1 Earnings warrant a higher regular rate or substantial 
* extras, | 
Briggs Manufacturing.... 2.64 1,83 3.40E 3754 2416 36 2.00 5.6 B-1 Present dividend being covered by an ample margin. | 
on ee ; iy May pay an extra. 
Eaton Manufacturing.... 1.44 1.16 1.53 2334 1654 22 1.00 4.5 B-2 In view of the earnings revorted for the first six months, } 
stockholders may benefit moderately in addition to | 
a ae 2 eee Ee ee regular disbursement. 
Electric Auto-Lite....... 0.78 N.F 0.53(1) 29 1934 25 B-2 Outlook improved. May make small distribution to 
se es Seis meet —- stockholders this year. 
Evans Products..... 5.42 5.20 1.09 2314 15 16 1.007 6.2 B-2 Earnings off. Turning to other fields with promising 
success. | 
Firestone Tire & Rubber. 0.7ia 0.06b 0.40b 18% 13% 15 0.40 2.7 —C-2 _No change in the present dividend rate anticipated. 
Goodrich (B. F.)........ 0.41 N. F, N. F. 11% 1% 8 Sade C-3 Refunding bonds to reduce fixed charges will hel) 
oe on ee ee common stockholders. 
Goodyear Tire & Rubber. Nil N.F. N.F. 2674 1534 20 C-3 Arrears on the preferred will have to be liquidated be- 
bes al Mla tens ie eo ANd fore the common can expect anything. } 
Hercules Motors isosss.+ O60 0.80 0.30(11) 25% 11 #22 #0688 27 #B-2 Doing much better. Could pay more. 
Houdaille-Hershey ‘“‘B’’.. 0.63 0.64 1.01(1) 18 614 17 B-2 Liquidation of arrears on the ‘‘A” stock greatly im- 
ae Ee ee ee ee Bs prove the dividend prospects for the “‘B.” 
Kelsey-Hayes Wheel “A” 1.12 __9.80 3.23 23% 6 23 _.... _.... _B-% Doing better, but dividends may wait awhile. 
Marlin-Rockwell........ 1.58 0.72 0.56(1) 33 20 31 2.00 6.5 B-2 Has long paid liberally; a higher return than the pres- 
eter nnd ane <i oe ia =.5. we 2 ent cannot reasonably be expected. 
Midland Steel Products.._ Nil | Nil 0.92 19 __ 8% : Ss ... _B-2 _ A distribution within the near future is possible. 
Motor Products....... 0.69 1.05 1.4911) 37 17% 35 2.09 5.7 _B-1__May pay an extra, but the present dividend is liberal. 
Motor Wheel........... 0.48 0.72 0.80(1) 113 7% 10 0.50 5.0 —B-2 Current rate likely to be maintained. | 
Morey Cor.......... _def NF 1.50E 1254 434 12 cae Bee B-2 Helped by Ford activity; may make some distribution. 
Raybestos-Manhattan... 1.17 1.12 1.20E 21 16'2 19 1.0u 5.3 B-2 Less volatile that most motor accessories. Will prob- | 
ope 2 ably maintain current dividend. 
Reynolds Spring........ : 28 1.14 1.70 237% 12% 24 0.40* 17 B-2 Additional extras ean be expected from time to time. 
Spicer Manufacturing.... 1.37 0.56 0.27(1) 14% 814 13 ee B-2 Costs up. May pay something | ater. 
Stewart Warner......... 0.46 0.438 0.82 12% 654 12 B-2 Coming back fast. Would be a dividend candidat- 
aes with any further improvement. | 
Timken-Detroit Axle.... 0.24 0.11 N. F. 83% 45% 8 B-3 Doing better, but near-term distribution to stockhold- 
ers doubtful. 
Timken Roller Bearing... 1.44 1.07 0.98(1) 45 2834 49 1.00* 2.0 B-1 Business much improved; could pay additional extras. 
ee aera Nil Nil N. F. 17% 9% 13 aes pore C-3 As yet paying nothing on the Ist preferred. 
Young Spring & Wire.... 2.09 1.71 0.75(1) 3234 18 31 1.co* 3.2 B-2 May pay further extras. 
a—Year to Oct. 31. b—Six months to April 30. (1)—1st quarter. N.F.—Not ava'lable. E—Estimated. *—Plus extras. {—Paid this year, 
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Great Gains by the Equipments 


Prospects Are Bright for Further 


Recovery in All Divisions 


EW, if any, divisions of industry sank lower than 

the equipments during the depression. Indeed, for 

many companies in this field business for a while 
virtually stopped altogether; months with practically no 
orders at all for railroad equipment, for example. Although 
the railroad equipment companies today are still laggards, 
even they are beginning to feel the surge of recovery which 
is so favorably affecting their contemporaries in other 
divisions. New York City placed a $19,000,000 subway 
car order last month which, with the $16,000,000 in 
orders for freight cars and locomotives placed by various 
roads late in the previous month, the railroad equipments 
are enjoying an unseasonal spurt which warrants more 
optimism over the fall prospect. 

The essential thing holding back purchases of railroad 
equipment is the railroads’ lack of purchasing power. In 
curious contrast with the improvement that has taken place 
in other lines of endeavor, carloadings so far this year are 
actually under those of last. In the meantime, railroad 
expenses hold at a relatively high level. Such a combina- 
tion of circumstances, despite the fact that money may be 
borrowed from the Government for the purchase of equip- 
ment, is sufficient explanation of why more roads have not 
availed themselves of the opportunity to do so. The crop 
prospect, however, is much brighter than last year and 
this, coupled with the expected upturn in general business 
this fall, provide some reasonable grounds for the hope that 
trafic will pick up. Certain it is, if trafic does pick up 
and shows any signs at all of maintaining the higher level, 
that dozens of roads will buy modern and more efficient 
equipment. 

The office equipment companies have enjoyed their full 
share of recovery. Not only have business organizations 
as they made more money sought to replace the office equip- 
ment with which they had been satisfied during the de- 
pression, but the hundreds of new government bureaus and 
agencies, to say nothing of the additional equipment re- 
quired by business to keep track of all the new laws and 
orders, undoubtedly have played an important part in the 


rising tide of orders. Also, some credit must be given toa 
larger foreign business, particularly in the case of certain 
companies. As an adverse change in these favorable condi 
tions is most unlikely over the near future, it should occa- 
sion no surprise that among the business equipments the 
chances of stockholders being treated more generously are 
among the best. 

Although the common stockholders of the farm equip- 
ment companies have received little tangible benefit as yet, 
the activity in this division has approached a veritable boom 
in comparison with the low point of the depression. Many 
farm equipment plants have been working at capacity and, 
while it is possible that the industry currently is slowed 
down somewhat in accordance with seasonal influences, fall 
prospects are bright and almost nothing can stop com- 
paratively good farm equipment reports for 1935. 

When it comes to machinery and electrical equipment— 
as might have been expected from the diverse nature of 
the classification—recovery has been general, albeit less uni- 
form than that found elsewhere. Certain machine tool 
companies have seldom, if ever, been so flooded with 
orders. The activity in the automobile industry has been 
largely responsible either directly or indirectly for this, but 
there has been much modernization of factory equipment 
generally. During the depression, obsolescence and wear 
and tear took their toll and now, aided by a demonstrated 
greater efficiency, a strong tide is running towards new, 
modern equipment. 

For a time, the improvement registered by the electric 
equipments was practically all in the lighter division of the 
business—household equipment of all kinds, for example. 
More recently, however, the seeds of improvement have 
been seen definitely sprouting in the heavy section. This 
is particularly gratifying, for the big electrical equipment 
companies are not geared to attain a full measure of pros- 
perity solely on light manufacturing. That electric power 
output has gone to new all-time record seasonal highs is 
excellent confirmatory evidence of the increased. business 
being done by the electrical equipments. 
































. . . . | 
Position of Leading Equipment Stocks 
Railroad 
Earned Per Share Price Range | 
= ~ ——193 
1st6 1st6 Recent Divi- Yield Market COMMENTS 
Company 1984 mos.’34 mos.’35 High Low Price dend % Rating saith om | 
American Brake Shoe & Automobile brake lining business has been good. Pres- 
EE ne rei 0.838 0.53 0.72 8416 21 36 1.00 2.8 C-1 ee seems well assured with later extras 
possible. 
American Car & Foundry. defa N.F. N. F. 214% 10 21 C-3 Bookings best in years. If present upturn holds, wil | 
be strong dividend prospect. | 
American Locomotive.... def def def E 2034 9 16 C-3 Oil refining equipment division does better. Outlook | 
for locomotives improved. Dividend arrears on the 
preferred. 
American Steel Foundries Nil 0.06 def(1) 18% 12 18 C-3 Arrears on the preferred must be liquidated before the 
common can expect anything. | 
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Position of Leading Equipment Stocks—Continued 
Railroad—Continued 
a Earned Per Share Price Range 
—— na ~——— 198 = 
ist 6 1st 6 Recent Divi- Yield Market COMMENTS 
Company 1934 mos.’34 mos.’35 High Low Price dend % Rating 
| Baldwin Locomotive..... def def def E 654 1% 3 me wien C-4 Working on plan for additional working capital. 
| General American Trans- 
_ Portation........ ere | 1.24 0.29(1) 44 3254 49 1.75 4.4 C-1 Present dividend seems well assured. 
General Ry. Signal...... def def 0.50 3234 155 33 1.00 3.0 C-1 Second quarter better than the first. Dividend 
seems secure. 
| New York Air Brake..... 0.21 0.11 0.04(1) 2844 1814 23 ee se C-2 More distant prospect promising. 
1toa | Pullman,Inc........... 0.77 0.08 0.17(1) 52% 34 45 3.00 6.7 C-2 Financial strength lends assurance as to the mainte™ 
: x - nance of present dividend. 
ertain Union Tank Car......... 1.36 0.67 N. F. 2616 207% 26 1.20 4.6 C-1 No change in the present rate of disbursements an- 
-ondi- = ticipated. All debt retired. 
octs Westinghouse Air Brake. 0.21 0.01 _def(1) 27% =18 26 0.50 1.9 C-1 New type brake brightens future outlook. 
s the 
y are Business 
quip- } Burroughs Adding Ma- ees 5 > i : 
igh: 2 See 0.65 0.32 N. F. 1734 131% 16 0.60 3.7 B-2 Present dividend should be well covered this year. 
5 yet, | International Business * 
bc om SERENE so 6rabe 1955.5 9.38 4.83 4.94 184'¢ 14914 182 6.00 *3.7 B-1 Candidate for additional extras in stock or cash. 
Many | National Cash Register... 0.68 0.61 0.12(1) 183g 131% "St O60: 3.0 B-2 At least customary 12}2 cents a quarter should be 
and, Remington Rand.........0.39b Nilc N.F.c 1134 7 10 B-3 Attempting to eliminate arrears on the preferreds by 
Swed ; nea a io 0 7 re-capitalization plan. 
fall Underwood-Elliott-Fisher 3.62 1.96 2.06 69'4 5334 67 2.00 3.0 B-1 A higher regular rate or extras reasonably can be ex- 
» la ee eee : ; pected. EE eae PS 
com- ee a aera a a Se ———S — 
cal Agricultural 
€ of 2 TOCRGP: oc cacsscacsss OCF N. F. N. F. a 4534 65 B-2 Was hit somewhat by labor troubles, now fortunately 
unt settled. Moderate arrears on the preferred in process 
tool ee ee 7 of liquidation. 
: WOOO WO. 6c sccescee Nild N.F. N. F. 31 2234 34 B-2 Baby tractor doing well. Preferred arrears being 
with ee a . ce ts fe liquidated. 
heen International Harvester.. Nil N. F. N.F. 49 3414 50 0.60 1.2 B-2 No concrete evidence of betterment for lack of Interim 
rerorts, but company Is known to have done much 
but a ae oat _ better this year. 
nent : _ Se ee ee 
vear ° ° ° 
ae Machinery & Electrical Equipment 
ated - 
ew, Allis-Chalmers Mfg..... def def 0.42 253, 12 26 B-2 Farm division doing well; also distinct signs of im- 
provement in the heavy electrical equipment and ma- 
aaa : chinery field. 
tric Am. Machine & Fdry.... 1.11 0.50 N.F, 2414 18}4 23 0.80 3.5 B-2 Has entered chemical field. Present dividend seems 
the a : well assured. 
ple Babcock & Wilcox....... _ def | A N. F. 4934 28 46 0.40 0.9 B-2 Known to be doing better and future is promising. 
: ag | Bucyrus-Erie........... def def N F 8% 44 7 ras erie B-3 Dividend accumulations on the preferred. 
AVE Re Se ee 0.40 N.F. N.F. 1734 84 16 B-2 Recent machine too! business best in years. Dividend 
“his | we prospect later. 
ont Caterpillar Tractor...... 1.94 1.10 1.55 6114 3614 53 1.00* 1.9 B-1 Has enjoyed great improvement in earning power. 
es | ” iv Additional extras likely. 
TOS | Chicago Pneumatic Tool.. _Nil Nil 0.01E 8 _ 4% 9 B-3 Dividend accumulations on the preferred. 
ver |  Cutler-Hammer......... 0.20 0.82 0.67 2514 16 24 B-2 Business definitely on the uptrend. Dividend pros- 
; | pect later. 
> 1S |  Doehler Die Casting... . 1.95 N.F. 1.43 2054 1014 20 B-2 Clearing up preferred accumulations opens way for 
1eSs | 
Electric Storage Battery.. 2.21 N.F. 0.42(1) 4914 39 45 2.26 5.0 B-2 Strong financially and maintenance of present dividend 
| is further bolstered by improving business. 
| Ex-Cell—O Aircraft & Tool 0.387 0.53 0.55 934 6 10 B-2 More distant outlook promising. 
a | Fairbanks, Morse & Co.. 0.28 Nil N.F. 2534 17 22 B-2 Preferred dividend accumulations to be cleared up be - 
| | fore the common can expect anything. 
| | Food Machinery........ 2.29e N.F. | eS 43 2014 46 1.00 2.2 B-1 Called all outstanding bonds. Candidate for higher 
| | rate or extras within near future. 
Foster Wheeler......... def def N. F. 17% 9% 15 B-3 Dividend accumulations on the preferred. Is doing 
| better, however. 
| General Electric........ 0.59 0.28 0.45E 2734 2014 23 0.60 2.2 B-1 Business much better, but an upward revision in pres- 
| | ent dividend rate is likely to walt awhile. All ‘‘spe- 
cial” stock called. 
| Ingersoll-Rand.......... 2.97 N.F. N.F. 95 6014 93 2.00 2.1 B-1 Strong company with bright future prospects. 
| Mesta Machine......... 1.46 0.71 N.F. 3434 241% 34 1.50 4.4 B-1 Has been, and still is, remarkably active. Present 
| dividend seems well assured. 
| | National Supply......... def Nil def (1) 19 9 15 B-3 Preferred dividends in arrears. 
| Niles-Bement-Pond.... . 0.14 N. F. N.F. 2314 8% 25 B-3 Business better. May pay something later. 
Walworth Co........... def N.F. def (1) 3% 14% 2 B-4 Reorganization of capitalization under way. 
| Westinghouse Electric... Nil def 0.87(1) 6114 3256 60 B-1 Coming back fast. A candidate for dividends in the 
| not too distant future. 
| Worthington Pump & 
| rrr ere def def A 2144 1134 17 B-3 Dividend arrears on the preferreds. 
| | 1—1st quarter. a—Fiscal year to April 30. b—Fiscal year to March 31. c—Three months to June 30. d—Fiscal year to Oct. 31. e—Fiscal year 
| to Sept. 30. E—Estimated. *—Plus extras. 
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Processing Taxes 


The court decisions holding the Agri- 
cultural Adjustment Act and the proc- 
essing taxes illegal and the injunctions 
that have been obtained enjoining the 
Government from collecting such taxes 
in other cases, is of paramount interest 
tc many industries and consequently to 
the stockholders that they comprise. 
Processing taxes collected so far run 
close to a billion dollars and one cannot 
take this much money from one section 
of the public and give it to another 
without far-reaching effects. Con- 
trarywise, should the taxes be ulti- 
mately found unconstitutional by the 
United States Supreme Court and 
those that have paid them successfully 
sue for their recovery, the reverse flood 
of funds to the packing, tobacco, flour 
milling and cotton spinning industries 
also would have far-reaching effects. 

The flour millers— General Mills, 
Pillsbury Flour and others—have not 
been greatly effected by the processing 
tax of thirty cents a bushel on wheat. 
They have merely charged the bakers 
their usual charge for milling and added 
the tax. On the other hand, because of 
the high price of flour, consumption 
has fallen off and the baking and bis- 
cuit companies have been waging a 
rather unsuccessful fight to maintain 
volume by cutting prices. 

The processing tax on tobacco has 
cost the big cigarette companies—Lig- 
gett & Myers, R. J. Reynolds, Ameri- 
can Tobacco and P. Lorillard—a great 
deal of money. Liggett & Myers alone 
paid something like seven or eight mil- 
lion dollars in processing taxes last year 
which it was unable to pass along to the 
consumer by raising prices. Moreover, 
in the case of tobacco the processing 
taxes did what their sponsors hoped 
they would do—put the price of to- 
bacco out of sight. If they ever re- 
covered this tax from the Government, 
what a nice windfall it would be to the 
tobacco companies! 

The corn refiners—the two largest 
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Indicators 


For 


being Corn Products Refining and 
Penick & Ford—have been hampered 
in their operations by the five cents a 
bushel levied on their raw material. 
This added to already high priced corn 
has greatly stimulated the importation 
of competitive materials, to the great 
disadvantage of the domestic compan- 
ies and their stockholders. 

The meat packing industry has seen 
the volume of its business fall off 25% 
or more because of high prices, the 
processing tax on hogs of $2.25 a hun- 
dred pounds being an important factor 
in, the situation. Swift, Armour, Wil- 
son, Cudahy, while they have made a 
fair showing since we commenced to 
emerge from the depression, funda- 
mentally would be in a much better 
position if only the processing taxes 
were done away with. 

To cotton mills, the processing tax 
of 4.2 cents a pound on cotton is prov- 
ing disastrous. The tax is adding more 
than 30% to the cost of their raw 
material and the cost is already being 
kept artificially high by government 
loans way above the free world price 
for the product. And the public just 
won't pay high prices. While com- 
pletely unorganized, consumer resist- 
ance on this point is terrific — and 
amazingly effective. 


Market 





* * & 


Cement 


Cement imports have risen phe- 
nomenally this year. In May, they 
totalled 85,521 barrels, an increase of 
293% over the importations during the 
corresponding month of last year. For 
the first five months of this year the 
increase was 144% over the first five 
months of 1934. It is mostly Belgian 
cement, shipped to the eastern sea- 
board. Imports have been stimulated 
by the trade agreement between that 
country and ourselves whereby the 
cuty on cement was cut 25%. The de- 
valuation of the belga also has been an 
important factor. Yet, despite this 


Profit 


adverse development, domestic cement 
companies are turning in better re 
ports for the first half of this year than 
were turned in for the first six months 
of 1934. International Cement re 
ported for the first half of 1935 earn- 
ings of $455,020 after taxes and 
charges. 
cents per share of common stock and 
compared with earnings equivalent to 
55 cents a share for the first half of 
1934. Similarly, Lehigh Portland 
cement earned $5.47 a share on its 
preferred stock for the twelve months 
to June 30, last, against only 15 cents 
a share in the previous twelve months, 
Both Pennsylvania-Dixie Cement and 
Alpha Portland Cement continue to 
report losses, albeit on a reduced scale, 

So far as the future of the cement in- 
dustry is concerned, it cannot reason: 
ably expect to attain a measure of true 
prosperity without greater volume and 
better prices. With construction dis 
tinctly on the upward grade, it may 
well get the greater volume, but with 
price cutting already in evidence along 
the coast, the outlook for prices is not 
an unclouded one. 


* * * 


Electric Output at Record High 


Output of electricity during the 
week ended July 20 was more than 
814% over a year ago and established 
a new high record for any summer 
week in the history of the industry. 
Indeed, regardless of the season there 
have been only thirteen weeks with a 
higher output. It is a sad commentary 
on the times in which we live that such 
activity is in no way reflected in the 
pocket-books of those providing the 
service. Utility dividends don’t reflect 
it; utility stocks don’t reflect it. A 
large part of the increased revenues are 
being frittered away in lawyers and ac: 
countants fees, in taxes, and in attempts 
to prevent the heavy hand of govern: 
ment from strangling the industry. As 
a result, neither the security holders 
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who own the public utility business, 
nor the consumers who support it are 
getting any real benefit from a situation 
that should be extremely satisfactory 
to everyone. 


New Alloy 


The Allegheny Steel Co. has devel- 
roped a new alloy, “Fernico.” The 
ipeculiar property which makes the new 
alloy so valuable is that it expands and 
feontracts under the influence of tem- 
perature changes at exactly the same 
Hate as glass. Production has started 
already at the rate of 15,000 pounds a 
month and undoubtedly a substantial 
part of this production will find its way 
into the base of the new metal radio 
tubes. Allegheny Steel, currently pay- 
ing a regular annual dividend of $1 a 
share, is quoted on the New York Stock 
fExchange around $27 a share. 


* * x 


Building Companies Do Better 


The strides made by building activity 
which has been such a heartening fea- 
ture of the business picture this year is 
now having concrete reflection in cor- 
porate reports. For the six months to 
June 30, last, Johns-Manville reported 
anet profit of $798,012 after taxes and 
charges. This was equivalent, after 
preferred dividends, to 71 cents a share 
«f common stock and compared with 
only small earnings on the preferred in 
the corresponding previous six months. 
In the June quarter, Johns-Manville’s 
Sales were more than 20% above those 
of the second quarter of 1934. Last 
month Johns-Manville paid a dividend 
of 25 cents a share on its common 
stock, the first distribution made to 
common stockholders since January, 
1932, 

Also providing concrete evidence of 
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the pick-up that has taken place in 
“onstruction was the half-yearly report 
«fU. S. Gypsum. This showed a net 
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The Stockholder 





and Income 


profit of $1,627,477 for the period 
after depreciation, depletion, taxes and 
other charges and was equivalent, after 
preferred dividend requirements, to 
$1.14 a share of common stock. In the 
previous half year the company earned 
the equivalent of 73 cents a share on 
its common stock. It will indeed be 
surprising in the light of the upward 
trend in residential construction if these 
two companies do not publish still more 
satisfactory reports in the future. 


* * * 
More Chain Store Taxes 


The California chain store tax be- 


comes effective next year. The bill 
has been signed by the Govern- 
or and, unless referendums against 


the levy change the situation, it is then 
that chain stores in California will be- 
gin paying a license of $500 a store for 
all stores above nine in number. This 
is going to be a great burden to the 
big chain store companies—in some 
instances perhaps an insupportable bur- 
den. Safeway Stores has more than 
1,200 outlets in the state, although A. 
& P. and Woolworth are well repre- 
sented, too. Incidentally, Safeway re- 
ported for the first six months of the 
current year net income of $1,691,463, 
compared with net income of $1,781,- 
692 in the corresponding previous per- 
iod. The more recent earnings were 
equivalent to $1.51 a common share 
after preferred dividend  require- 
ments, or only just coverage for regu- 
lar dividend requirements. 


*k . 


Distinguished Addition to the 
“Big Board” 


The Ruberoid Co. is not large; in- 
deed there are only 146,000 shares of 
the company’s stock outstanding which, 
until now, have spent a quiet trading 
existence on the New York Curb. 
What the company lacks in size, how- 
ever, it more than makes up in the 





















length of its dividend record. This 
company, or its predecessors, has paid 
dividends without an interruption since 
1889. Earnings last year were equiva- 
lent to $3.14 a share of common, while 
for the five months to May 31, this 
year, the company earned the equiva- 
lent of $1.38 a share of common. That 
a company catering to building with 
all its ups and downs—it is a manufac- 
turer of shingles, roofing and insulating 
materials—should have such a sustained 
earnings record is remarkable. There 
is also something remarkable in the fact 
that the New York Stock Exchange 
which long has hesitated to list a smaller 
number of shares than 500,000, lest 
there be a corner in the stock, should 
list a company with only 146,000. 


* %* * 


To Call Preferred 


The public has rapidly become ac- 
customed to the redemption of bonds 
and their replacement at a lower rate 
of interest—to the great disadvantage 
of individual investors and to the corre- 
sponding advantage of the corporation 
and its junior security holders. There 
have not, however, been many pre- 
ferred stock redemptions as yet, al- 
though they may well be on the way. 
The Loose-Wiles Biscuit Co. has filed 
a registration statement with S E C 
with a view to issuing 42,000 shares of 
5% preferred stock of $100 par value. 
The new stock, which is to be callable 
at 105, probably will be sold somewhat 
above par and the proceeds used to 
redeem the company’s outstanding 7% 
preferred, callable at 120. Holders of 
the existing preferred are to be given 
prior opportunity to purchase the new 
issue. Most of them are likely to ac- 
cept for lack of other investment op- 
portunity—despite the fact that the 
exchange will represent a decline of 
nearly 30% in their incomes. For the 
first six months of the current year, 
Loose-Wiles earned the equivalent of 
$1.10 a share of common stock. 
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AMERICAN GAS & ELECTRIC 





On the Uperade in the Face 


of Adversity 


Closely Knit, Well Managed 
Company with Potentialities 


By Francis C. FULLERTON 





UT of all stocks of public 
utilities, the common 
shares of American Gas 

& Electric Co.—a_ holding 
company, mind you—are first 
choice with the investment 
trusts. Reports of twenty lead- 
ing investment trusts at the 
close of last year showed total 
holdings of 129,000 shares of 
this stock, more than 75% 
larger than the combined stake 
in any other utility. During 
the first half of this year there 
has been no lessening of the 
popularity of American Gas & 
Electric with investment trusts, 
judging by such reports as have 
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| tricity, 1.14 cents for wholesale 


Finally, it has consistently 
translated the operating efi. 
ciency reflected by the above 
record into lower rates to con 
sumers. In the period between 
1929 and the close of 1934, on 
top of various reductions made 
in earlier years, domestic rates 
were cut 22% and _ industrial 
rates 12%. For 1934 its rates 
averaged 5.70 cents per kilo 
watt hour for domestic elec: 


or industrial power and 1.78 
cents for all power sold. The 
latter figure was approximately 
31% below the national aver 
age, although part of the dif 











been issued. 

Now it is possible, of course, that 
twenty investment trusts can be wrong 
-—possible, but highly improbable. In 
any event, in these days when utility 
holding companies are pretty gener- 
ally classed as public enemies by our 
political reformers, it should be inter- 
esting to examine the reasons sup- 
porting the widespread esteem in 
which the common stock of this par- 
ticular holding company is held. 

Those reasons are not hard to find, 
for American Gas & Electric is a 
notable example of the manner in 
which a soundly organized utility hold- 
ing company can and does function in 
the interest of both its customers and 
its security owners. Its capitalization 
is conservative. Subsidiary operating 
companies doing 80% of the system's 
business are physically interconnected. 
No fees for management are paid 
within the system. It owns 100% of 
the common stocks, 38% of the pre- 
ferred stocks and 30% of the funded 
debt of the operating companies. From 


402 


its investments in the bonds and pre- 
ferred stocks of its operating subsidi- 
aries it derives more than enough in- 
come to cover the parent company’s 
bond interest and preferred dividends. 

It has constantly improved the efhi- 
ciency of its properties, four of its 
electric plants which produce some 
60% of the system’s requirements of 
power being close to the lowest cost 
steam generating plants in the world. 
Its accumulated reserve for deprecia- 
tion increased from $15,834,000, or 
4% of the property investment, in 
1929, to $33,333,000, or 8%, by the 
close of 1934. 

Despite large expenditures of a capi- 
tal nature—without financing or bank 
borrowing—its working capital at the 
close of last year was $36,000,000, or 
more than double the 1929 figure. It 
has paid dividends on its common stock 
right through the depression, after 
earning bond interest and preferred 
dividend requirements by an ample 
margin. 


ference is accounted for by the 
fact that domestic electricity accounts 
for only 29% of this company’s reve’ 
nues, against an average of 38% for 
the industry as a whole. 

All in all, there would seem to be 
little or nothing about this holding com 
pany with which the most exacting 
political critic could find fault. It isa 
far cry between it and that limited 
number of top-heavy financial pyramids 
which, unfortunately, have tended to 
tarnish the whole industry. It has 
dealt fairly with and served efficiently 
the interest of all classes of security 
holders and of the public. 

Whatever the outcome of the pend: 
ing legislation for Federal regulation 
of utility holding companies—still un 
settled between Senate and House con’ 
ferees as this article is written—Amet’ 
ican Gas & Electric should be among 
those least affected. Since sentiment 
in the House of Representatives has 
been shown to be overwhelmingly 
against the automatic death sentence 
for “unnecessary” utility holding com 
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panies and since the division of opinion 
in the Senate is very close, the chances 
are that the law which will finally 
emerge will provide strict regulation. 

Under no rational examination, of 
course, could American Gas & Electric 
be classed as an “unnecessary” holding 
company. To a major extent, while 
crossing many state lines, it serves a 
homogeneous economic area in Ohio, 
Indiana, Michigan, Pennsylvania, Ken- 
tucky, West Virginia, Virginia and 
New Jersey. Indeed, operating sub- 
sdiaries doing 80% of the system’s 
business are physically connected by 
high voltage transmission lines. In 
addition to the interconnected system 
serving the greater part of these areas, 
two isolated subsidiary properties serve 
areas including Wilmington and At- 
lantic City, Scranton and Wilkes- 
Barre. With economical interchange of 
power, the connected system hooks up 
with other utilities reaching Chicago 
and industrial territory, aside from 
its own, in Pennsylvania and Ohio, as 
well as in the Carolinas. 

So far as Federal regulation is con- 
cerned, obviously it can not be con- 
strued as a bull point on any utility 
holding company. The best that can 
be said is that it should bother Ameri- 
can Gas & Electric less than most 
others. For the longer term it will add 
an inherently incalculable element, for 
the administration of a law is usually 
as important as the law and adminis- 
trators come and go. The average 
utility investor today has con- 


$16,197,000 in bond interest and pre- 
ferred dividends, but $5,105,000 of 
this went to the parent company on 
its holdings of bonds and preferred 
stocks of subsidiaries, providing from 
this source alone more than enough 
to cover the holding company’s own 
requirements of $4,697,000 for inter- 
est on its debentures and dividends 
on its preferred stock. 

The balance of system earnings avail- 
able for the common stock amounted 
to approximately 12% of gross reve- 
nues for 1934, against 13% in 1933. 
This is a relatively low ratio for a util- 
ity and implies a considerable degree 
of leverage for the common shares. 
Thus, with operating costs and reserve 
deductions at the 1934 level, it is esti- 
mated that a 10% change in gross 
revenues would mean approximately 
70 cents per share on the common. 

Actually gross revenues have been 
relatively steady, as they should be in 
a well run utility whose rates are 
limited by public regulation. The peak 
in gross revenues of recent years was 
$68,601,000 in 1930, following: which 
gross fell to a depression low of $57,- 
011,000 in 1933. It recovered to 
$61,577,000 in 1934. Figuring earn- 
ings on the basis of 4,482,737 shares of 
common, to avoid distortion resulting 
from stock dividends, net was $3.82 
per share in 1930 and $1.69 per share 
in 1933, illustrating the leverage factor 
mentioned above. 

That this did not work out in re- 


$1.84 per share of common and taxes 
amounted to more than $1.85 per 
share, the latter a familiar story with 
all corporations and especially public 
utilities. Taxes of $8,629,000 repre- 
sented an increase of $1,410,000 over 
the tax total of 1933 or nearly 20%. 

This year both gross and net have 
shown an upward trend, but with the 
latter tending to lag because of con- 
tinued high operating costs and taxes. 
Monthly sales since January 1 have 
been running from about 6% to 13% 
above a year ago. While net for the 
twelve months ended May 31 was 
$1.76 per share of common, against 
$1.79 for the corresponding 1933-1934 
period, it is probable that, despite 
higher taxes, net for the first half of 
this year will better that of the first 
half of 1934 by a moderate percentage. 
In short, despite cost handicaps, the 
gain in gross business appears sufficient 
to have at last produced a definite, 
although slow, reversal in net. 

It is pertinent to observe that in even 
the best managed and most soundly 
capitalized public utility the profits 
earned are not necessarily proportion- 
ate to the physical volume of business 
handled. On the average this company 
is selling appreciably more kilowatt 
hours of electricity this year than it 
produced and sold in 1929. It need 
hardly be said that present profits are 
far from proportionate. 

So far as the future can be forecast 
on a strictly economic basis, divorced 
from political uncertainties, 
the outlook for American Gas 
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& Electric is promising. While 
its present high output of elec- 
tricity is due importantly to 
the increased use of household 
appliances in recent years, 
notably electric refrigerators, 
industrial demand—still de- 
pressed, though greatly im- 
proved from bottom—is rela- 
tively more important to this 
utility than to most, supply- 
ing, in fact, about 71% of its 
revenues. Since it serves many 
highly industrialized centers 
in the Middle West, it goes 
without saying that a normal 
industrial recovery would 
quickly carry physical produc- 
tion far above the record high 


1934 








@ Electric, those prior obliga- 
tions are beyond question, con- 
servative. Subsidiaries have $144,246,- 
000 in funded debt and a total of 
488,183 shares of preferred stocks in 
the hands of the public. The parent 
company’s capitalization consists of 
$50,000,000 in 5% debentures, due 
2028, 355,623 shares of no par value 
$6 preferred stock and 4,482,737 shares 
of no par value common. 
Last year subsidiaries disbursed 
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verse on the recovery of 1934 gross 
revenues to $61,577,000 was due to 
larger depreciation reserves and to 
sharply higher taxes, with the result 
that the 1934 net for the common fell 
to $1.66 per share, against $1.69 on 
a smaller gross in 1933. This was a 
new low for the past ten years. Inci- 
dentally, deductions for depreciation 
in 1934 amounted to approximately 


levels being established this 
year. That profits in such a recovery 
would expand proportionately is to be 
doubted, in the light of rate agitation 
and a continuing heavy burden of taxa- 
tion. Nevertheless, net would recover 
very substantially from present levels, 
even though the company might have 
to do 25% more business than in 1929 
to approach 1929 profits. 

(Please turn to page 418) 
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Levels 
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Reports for the six months just ended are encouraging. Recovery in earning 
power continues despite handicaps. In fact a few companies are so favorably situated 
that their earnings are at a prosperity level. The following feature briefly analyzes 
a group of six such companies which in our opinion should maintain or extend the 


improvement they have shown. 





Chrysler Corp. 


In the automobile industry the posi- 
tion occupied by Chrysler Corp. is a 
living refutation of those who believed 
that there was no room for a low’ 
priced car in the face of Ford and 
Chevrolet competition. Yet, Chrys- 
ler’s Plymouth has carved out a repu- 
tation for itself so that, according to 
new passenger car registrations for the 
first five months of this year, it is ac- 
counting for nearly 15% of all the 
cars sold in the country. 

Nor is it only to Plymouth that 
Chrysler must give credit for earnings 
which are currently believed to be the 








Earnings Per Share 


1st Half Recent 
1934 1935 Div. Quotation 
$2.19 $4.31 $1.00 plus $55 








best in the company’s history. Dodge 
passenger car sales have been running 
about double those of last year, while 
Dodge trucks are more than holding 
their own, taking almost 12% of the 
total truck business available. 

Chrysler Corp. reported earnings 
equivalent to $4.31 a share of com- 
mon stock for the first six months 
of 1935. Profits equivalent to $2.12 a 
share were reported for the first quar- 
ter. The $4.31 a share shown for the 
six months, makes a fine comparison 
with the $1.88 a share reported for the 
first half of 1934 and means that the 
June quarter this year had been the 
best from a profits standpoint in the 
company’s history. 

In view of Chrysler’s large earning 
power, stockholders may be slightly 
disappointed at a seeming lack of liber- 
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ality in the payment of dividends. A 
regular dividend of $1 a share annu- 
ally is paid, while at the end of last 
June an extra of 25 cents was dis- 
tributed and another of the same 
amount has just been declared. Even 
sO, payment total only a small propor- 
tion of current earnings. On the other 
hand, it will be remembered that Chrys- 
ler has just paid off its entire funded 
debt, the $30,000,000 in Dodge Bros. 
debenture 6s. To do this it borrowed 
from the banks $25,000,000 which was 
to be paid off serially over the next 
five years. Already, $5,000,000 has 
been paid back ahead of maturity. It 
is because the company wishes to pay 
off the remaining bank loans without 
inconvenience or impairment of work- 
ing capital that more is not being paid 
stockholders. Even so, of course, addi- 
tional small extras are likely to be dis- 
tributed from time to time. 

Although strong financially and with 
the sole capital liability (aside from 
the bank loans which have been men- 
tioned) being $31,728,940 in common 
stock of $5 par value, Chrysler at $55 
a share appeals more to the long-term 
holder who can ignore smallness of re- 
turn, than to the investor trying to 
strike a true balance between risk and 
yield. 


American Chicle Co. 


Few indeed are the companies that 
can boast such a record as the Ameri- 
can Chicle Co. The depression caused 
the merest hesitation in the upward 
trend of profits. Net income of $1,- 
795,000 in 1928 rose to $2,108,000 in 
1929 and then made a small additional 
gain for 1930. A little ground was 
lost in the years following, but net in- 


come of $2,006,000 for 1934 was again 
close to the best that the company had 
ever reported. Compared with the 
interim reports of 1935, however, that 
of 1934 and even those of the boom 
years must stand back and take sec- 
ond place. 

For the six months to June 30, 1935, 
American Chicle reported net income, 
after all charges and taxes, of $1,312, 





Earnings Per Share 


lst Half Recent 
1934 1935 Div. Quotation 
$4.51 $2.95 $3.00 plus $92 








739. This was equivalent to $2.95 a 
share on the outstanding common stock 


and compares with earnings equivalent | 


to $2.18 a share reported for the first 
six months of 1934. Thus, the $3 
regular annual dividend is being cov 
ered with ample margin to spare and, 
while the company has already paid 
extras amounting to $1 a share so far 
this year, stockholders reasonably can 
expect further generous treatment. The 
stock of American Chicle currently 
sells around $92 a share so that, tak- 
ing into consideration the extras al: 
ready paid, the return is about what 
must be considered satisfactory in this 
time of extremely easy money rates. 
The American Chicle Co. is a manu: 


facturer of chewing gum and allied | 


products. These include Chiclets, 
Adams chewing gum, Dentyne gum 
and Sen-Sen breathlets, all of which 
are extensively advertised. Manufactur’ 
ing operations are concentrated in Long 
Island City, N. Y., although wholly: 
owned subsidiaries operate in Mexico 
and in Canada. The principal raw 
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material is chicle, obtained from Mex- 
ico, Guatemala and British Honduras, 
and substantial supplies are always 
kept on hand. 

Financially, American Chicle leaves 
nothing to be desired. At the end of 
last year, Current assets totalled $4,- 
989,000, of which more than $3,000,- 
000 was in the form of cash or market- 
able securities. As of the same date, 
current liabilities amounted to less than 
$600,000. Such a position becomes 
even more impressive when it is real- 
ized that the sole capital liability is the 
common stock—445,000 shares of no- 
par value, carried on the books at 
$4,450,000. 

The outlook for the company hinges 
on the question as to whether any fur- 
ther increase in costs can be offset by 
increased volume of sales. While it is 
possible from this point that profits 
show less impressive acceleration, never- 
theless with reviving business and pur- 
chasing power there would seem to be 
no reason why American Chicle should 

not continue to do well. 





Monsanto Chemical Co. 


Uninterrupted progress throughout 
the whole period of the depression is 
» something which can be said of exceed- 
ingly few companies. Among them is 
| the Monsanto Chemical Co. which 
chose to stage the greatest expansion 
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earnings fail to advance. In the case 
of the Monsanto Chemical Co., how- 
ever, per share earnings registered no 
such customary recession. Adjusted to 
the 100% stock dividend that was 
paid early in 1934, Monsanto reported 
$1.97, $1.36, $1.50, $1.19, $2.57 and 
$3.03 for the years 1929, 1930, 1931, 
1932, 1933 and 1934 respectively. For 
the first half of this year, the com- 
pany earned the equivalent of $1.90 
a share on each of the 974,133 shares of 
common stock outstanding. 

The number of shares outstanding 
was increased recently, for in May, 
Monsanto, having previously held con- 
trol, merged with the Swann Corp., an 
electric-chemical producer of phos- 
phoric acid and derivatives. The com- 
mon is outranked in the capital struc- 
ture by $913,000 in 10-year notes and 
by $2,643,600 in the preferred stock 
of the British subsidiary. 

At the present time, stockholders of 
Monsanto Chemical are receiving a 
regular annual dividend of $1 a share. 
This is little enough for a stock selling 
above $75 a share. Moreover, while 
moderate extras from time to time are 
more likely than not, there is nothing 
in the prospect to lead a stockholder to 
the conclusion that greatly increased 
dividends are a reasonable near-term 
expectation. This is because of Mon- 
santo’s continuing expansion. In the 
last annual report it was stated that the 
company faced the largest construction 
program of its history, more than $4,- 
000,000 having been budgeted for “re- 
placements, extensions to plant required 
by increased demand, plant for new 
products, and auxiliary facilities.” 
Nevertheless, there is much that is at- 
tractive in the stock of Monsanto 
Chemical as a long-term holding; it is 
a dynamically growing company in a 
dynamically growing industry. 


Libbey-Owens-Ford 
Glass Co. 


Reporting for the first half of 1935, 
the Libbey-Owens-Ford Glass Co. 
showed a net profit of $4,284,316, 
after depreciation and taxes. This was 
equivalent to $1.69 a share on each 
of the 2,535,098 shares of no-par com- 
mon stock outstanding and compared 
with 99 cents a share reported for the 
first half of 1934. The greater part of 
the credit for the excellent gain made 
by L-O-F must be attributed to the 
great manufacturing activity in the 
automobile industry and consequently 
the enlarged demand for safety glass. 
There have, however, been substan- 
tial gains in residential construction and 
this, too, has helped the company. 





Libbey-Owens-Ford is one of the 
largest producers of flat glass in the 
country. Plants are located at Charles- 
ton, W. Va.; Shreveport, La.; Toledo 
and Rossford, Ohio; and Ottawa, Ill. 
Additional property in this country in- 
cludes leases (held jointly with the 
Owens-Illinois Glass Co.) on more 
than 130,000 acres of natural gas land 








Earnings Per Share 


lst Half Recent 
1934 1935 Div. Quotation 
$1.24 $1.69 $1.20 $35 








in West Virginia and Kentucky, which 
provides fuel for the adjacent plants of 
both companies. Foreign interests are 
substantial, dividends received from 
these sources in 1934 amounting to 
more than $110,000. They include 
stock holdings in Belgian, German and 
Japanese glass companies. 

In 1931 Libbey-Owens-Ford obtained 
a seven-year General Motors contract 
for practically all the big automobile 
company’s safety glass requirements. 
It has been supplying, moreover, a 
great deal of safety glass to the Ford 
Motor Co. It seems, however, that 
Ford is going to make about half his 
own glass and, while he will not 
be in operation for some months yet, 
this is a development that can hardly 
have other than some adverse effect 
upon Libbey-Owens-Ford’s _ business, 
although the blow will not, of course, 
be a vital one. 

Moreover, an acceleration of the up- 
turn so clearly visible in building will 
result in a demand for glass more than 
offsetting any loss of Ford business. 
At the same time, there are longer 
term possibilities in specialty products 
such as the Thermopane, a sealed 
double pane designed for use with air- 
conditioning, and the new, tempered 
glass which may be bent remarkably 
and then, even if it does break, crumbles 
into grains like sugar. 

Financially, | Libbey - Owens - Ford 
leaves little to be desired. At the end 
of last year current assets totalled $11,- 
691,000, of which $5,853,000 was in 
the form of cash or marketable securi- 
ties, while current liabilities amounted 
to only $1,691,000. There is outstand- 
ing neither funded debt nor preferred 
stock, the entire ownership of the busi- 
ness resting with the holders of the 
2,549,864 no-par shares of common 
stock. This is currently selling around 
$35 a share and is on a regular dividend 
basis of $1.20 annually. The com- 
pany’s earnings being what they are, 
and fortified by a strong cash position, 
it would seem that the stock were a 
candidate for a higher regular rate, or 
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at least a substantial extra before the 
end of the year. 


Continental Can Co., Inc. 


Continental Can’s earnings last year 
were the highest in the company’s his- 
tory and present earnings are running 
but slightly belaw that record. For 
1934 the company reported net income 
of $10,707,122, after depreciation, de- 
pletion, provision for doubtful accounts, 





Earnings Per Share 


Year to Recent 
1934 June 30, 1935 Div. Quotation 
$4.02 $3.93 $2.40 $91 





taxes, and after setting up a special 
reserve of $500,000 for a possible de- 
cline in inventory prices. This was 
equivalent to $4.02 on each of the 
2,665,191 shares of common stock out- 
standing. For the twelve months to 
June 30, 1935, earnings equivalent to 
$3.93 a common share were reported. 

The company stated that “Profits in 
1934 were substantially increased 
through the consumption of raw ma- 
terials purchased at favorable prices in 
1933 in quantities in excess of normal 
forward purchases.” In this case, and 
considering part of last year’s profits in 
the nature of a non-recurring item, it 
may well be that true earning power 
this year is running even higher than 
last, despite the slight decrease accord- 
ing to the published figures. Such a 
conclusion is partly confirmed by the 
known activity in tin plate manufac- 
turing and the evidence visible to any 
one that a constantly increasing num- 
ber of things are being packed in tin 
cans. 

Continental Can is the second larg- 
est manufacturer of cans in the coun- 
try. While the greater part of the out- 
put is still packers cans used to pack 
fruits and vegetables, the general line 
used to pack coffee, tea, tobacco, motor 
oil, and a host of other things, is 
steadily growing in importance. In the 
United States, Continental Can has 
more than three dozen plants located in 
almost as many cities. It operates a 
tin plate mill, a corrugated box factory 
and several plants for can making and 
closing machinery. The closing ma- 
chinery is leased to customers on con- 
tracts running a considerable period. 

The most recent development of im- 
portance, so far as the potential mar- 
ket is concerned, is the packing of beer 
in cans. Such a form of container has 
many advantages. There is a great 


saving in shipping costs; a given quan- 
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tity occupies less space; and there is 
no bothering with returns. It was 
feared, however, that the public would 
not accept beer in such a container. 
Fortunately, anxiety on this score 
seems to have been groundless. The 
Kreuger brewery, experimenting with 
American Can containers, found that 
they were given a good reception and 
output is to be greatly expanded. It 
is understood that Continental Can is 
to market two kinds of tin beer con- 
tainers—one similar to the conventional 
packers can and the other to come to 
a point and be capped like an ordinary 
beer bottle. Production in quantity 
will be achieved in a month or two. 

The capitalization of Continental 
Can consists solely of the common 
stock; there is neither preferred stock 
nor funded debt—ignoring a purchase 
money mortgage of less than $7,000 in 
« balance sheet that reveals total re- 
sources of nearly $90,000,000. Finan- 
cially the company is strong. 

The common stock of Continentai 
Can is currently quoted around $91 
a share and the yield afforded on the 
basis of the regular annual dividend of 
$2.40 is therefore less than 3%. A 
substantial premium, over and above 
what would be normal statistical valu- 
ation, however, is justified in this case. 
The company has done well, is doing 
well and, with the outlook for a large 
canning crop this year and with the 
evidence of the strides being made in 
general line cans, Continental Can is 
a company likely to continue doing 
well. 


United Carbon Co. 


For the United Carbon Co. last year 
was even better than the previous peak 
established in 1929, while the first quar- 
ter of this year eclipsed any previous 
quarter in the company’s history. In 
1934, net profit after depreciation, de- 








pletion, taxes and other charges 
Earnings Per Share 
1st Half Recent 
1934 1935 Div. Quotation 
$3.55 $2.25E $2.40 $56 
E—Estimated. 
amounted to $1,452,939 which was 


equivalent, after deducting preferred 
dividends up to the time of the stock's 
retirement, to $3.55 a share of com- 
mon stock. For the first quarter of 
this year the company earned the 
equivalent of $1.21 a share of common 
stock and it is estimated that opera- 
tions in the second quarter will bring 
the half year’s earnings to $2.25 a 
share. 





The United Carbon Co. is one of 
the most important, if not the most im. 
portant, producer of carbon black inf 
the country. This is a remarkable sub 
stance which obtains its valuable prof 
perties from its fineness of division J 
So small are these particles that they § 
can be seen with no ordinary micro § 
scope. It is this fineness of division that 
gives carbon black its great tinctoria FF 
power and thus it is extensively emf 
ployed in printing inks, paints and lac. 










R 








guers. It is, however, not here that f exe” 
the greatest quantity of carbon black plant 
ic used, but in automobile. tires. When f§ Foutt 
mixed with rubber, its fineness of divi F wides 
sion acts as a binder and adds greatly gratil 
to the tire’s life. supp 
In addition, carbon black has other} °° °° 
extensive uses. It is an ingredient of fB '" 
various black shoe and other polishes B '°" 
It finds its way into drawing inks, car f Com: 
bon arcs and carbon brushes, into bat: advai 
tery cases and drawing inks. Indeed, fF "¢S 
the list of uses is almost endless and place 
the manufacturers of carbon black are TI 
busily engaged in extending them our | 
United Carbon does a great deal of f Marc 
pure research on the subject and main § th 
tains for the purpose laboratories af "S$ ' 
Charleston, West Virginia, where anttc 
trained staff endeavor to discover new/) “5! 
and improved uses for their c mpany’s| oe 
product. B Supp 
dustt 


Carbon black is manufactured by af} ¢ 
gas flame impinging on a metal a wad: 
and, because of the great quantities of § !*® 
gas required, it is logical that operations §f the , 
should be carried out close to ae 98 
eas fields. United Carbon’s plants are] 
located at various points in Louisiana,} 
Texas, Oklahoma, Utah and Montana 
It has its own natural gas plants and] 
lines and owns or leases many thousands § 
of acres of gas lands. While carbon} 
black is the principal source of revenue, | 
the sale of natural gas as such is als 
an extremely important item in the 


as to 
TI 


earnings statement. 

The capitalization of United Carbor 
consists of shares of common 
stock of no-par value. The preferred 
stock was called last year, the company 
borrowing part of the money from the| 
banks. At the end of last March, notes 
payable stood at $800,000. As of th 
same date, current assets amounted t 
$2,441,900, of which $674,666 waf 
in the form of cash, while current lia 
bilities totalled $758,208. Currently. 
the common stock of United Carbon 
can be bought for about $56 a share,} 
the regular annual dividend of $2.4] 
a share affording a return of slightly 
less than 444%. With every prospect # 
of a further increase in general indus 
trial activity, to say nothing of the] 
possibilities in the expanded use of cat] 
bon black, United Carbon is an inter 
esting issue at the present time. 
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Taking the Pulse of Business 


-Steel Activity Rises 


— Copper Market Firmer 


ECOVERY in our capital goods is emerging all 
Business Activity in- — Tin Stocks Lower along the line. This is amply 
dex since the rather : : : attested by various reports 

extensive curtailment in — Gasoline Consumption Up for June which disclose an 
yperations over the , . . increase ove previous 
plant ope S e e Electric Output Higher increase — the pre 
Fourth of July has been so June of 60% in the amount 
widespread and of such of mew corporate capital 


gratifying eo as to 


§ support a belief that the summer reaction in business may 


be over and that the next few months may witness an ex- 
traordinarily sharp improvement in the volume of produc- 
tion and trade. 
Common Stock Index has been discounting in its leisurely 
advance since the middle of March, entirely ignoring the 
irregular seasonal recession business which was taking 
place in the meantime. 

The recovery wave which appears to have set in since 
our last issue will be the fourth in a series of bulges since 
March of 1933; but seems to be of much sounder character 
in that it starts from a higher base than any of the preced- 
ing three and is not prompted by a desire to stock goods in 
anticipation of materially higher prices. The most encour- 
aging aspect of the present upturn is the exceptionally sharp 
expansion in steel operations since the holiday. Steel, which 
supplies raw material to nearly all of the capital goods in- 
dustries, has led every genuine recovery from depressions of 
the past. It is especially noteworthy that the present ex- 
pansion in steel operations comes without material aid from 
the automobile industry, which is still withholding orders in 
hopes of forcing lower prices as well as from uncertainties 
as to W it the new fall models will require. 


Obviously this is the outlook which our 


raised by flotation of securi- 
ties, a gain of 140% in refunding operations, a rise of 
160% in machine tool orders, and an expansion of 229% 
in the estimated value of new residences for which 
permits were granted during that month. Residential con- 
tracts actually awarded were nearly double the value for 
June, 1934. This is the very best of leadership, and is all 
the more encouraging on account of the huge backlog of 
obsolescence that must be made up and a complete absence 
cf overstocking of steel products. The situation embodies 
possibilities of a strong buying movement. 

The expansion in demand for consumers’ goods, while 
not so spectacular, has progressed with only minor interrup- 
tions since the initial spurt during the closing half of 1933, 
and of recent months has developed unusual vitality in agri- 
cultural areas. This is evidenced by the recently released 
report on rural sales, which show an increase over last year 
of 38% for June as compared with a cumulative gain of 
22.5% for the half year. That automobiles and the invest- 
ment markets of recent months have been competing for the 
sublic’s dollars may be gathered from the news that life 
insurance sales in June fell 8.5% below a year ago, though 
the first six months showed a cumulative gain of 0.5%. 

Retail sales picked up considerably last month; but mer- 





















The fact is that a very definite revival demand for chants and jobbers have recently reduced their purchases 
sete mers ome = 
C. G. WyckOorr BAROMETER | OF BUSINESS TRENDS | 
HE MAGATINE OF WALL $ 
2 
| 
| 55 ob 
S sa SESS 65 Bb | 
a aa 60 bz 
55 73 
50 S| 
w tater al Prices|—=— me 3 
2 peaugt 
| 8 
ies “Wtagaz ine of Baca Street's 
| 2 Common Index~ 
| & 
| VU 
MJ 'd J 
1931 1932 1934 1935 wixcHaNcr Cost? | 




































from manufacturers under the belief that court decisions 
against processing taxes and the Bankhead Act may not 
only curtail farm purchasing power, but also make it pos- 
sible to benefit from the removal of processing taxes by hold- 
ing out for lower prices. Meanwhile retail prices of dry 
goods and housefurnshings continue to sag slowly and now 
average about 3% lower than a year ago. Wholesale meat 
sales are 25% ahead of last year in dollar totals; but ton- 
nage sales are off 25%. 


The Trend of Major Industries 


STEEL—An unusually sharp rebound in steel operations 
since the Fourth of July has brought the operating rate up 
to beyond 43%, the highest since April. According to a 
recent compilation by the American Iron and Steel Insti- 
tute, small companies with investments of under $10,000,- 
000 earned a fairly satisfactory return on their capital even 
in the poor years, 1933 and 1934; but it is generally known 
that larger plants, which rely upon orders for heavy shapes 
must operate above 40% of capacity to cover fixed charges. 
The industry is still maintaining wages, hours of work and 
principles of fair competition of the old steel code. The 
question of granting secret discounts for quantity, however, 
will probably come up for decision this month. Meanwhile 
automobile makers are holding back orders, a circumstance 
which makes the present expansion in operations peculiarly 
cheering. The fact is that stocks of finished steel in the 
hands of miscellaneous consumers have run dangerously 
low, with an especially urgent demand coming from the 
canning and farm implement industries. 


METALS—Senator Pittman has refused to join the Con- 
gressional silver bloc in urging a more aggressive policy on 
the Treasury, having expressed himself as well satisfied with 
the present rate of purchases which are averaging about 
50,000 ounces monthly. During the past few weeks, the 
Treasury has followed the policy of checking foreign short 
sales by taking all silver offered below 6734 cents. Stabiliz- 
ing copper at the lower level of 8 cents has created a more 
healthy market, and sales last month were about double the 
quantity allocated under the old code quota. Foreign buy- 
ers are at present showing little interest in the metal at 
prices ranging from 


ing this danger, officials in three states—Texas, Oklahoma 
and Kansas—have agreed upon sharp reductions in crude 
output for the month of August. It remains to be seen Jf 
these orders can be enforced. 


POWER AND LIGHT-—It is estimated that a 6% in- 
crease in sales of electricity during the first six months of 
the present year was translated into an aggregate gain for 
the industry as a whole of around 4% over the correspond- 
ing period last year in both gross income and net earnings 
after charges. This would be the best showing for any 
first half-year since 1931. 


RAILROADS—Judging from an. analysis of short term 
results, the Burlington reports that per-mile costs of oper- 
ating the Zephyr are less than half the expense of operating 
a steam train of like passenger capacity. Should freight 
earnings pick up as anticipated, from heavier movement of 
crops this autumn and as a result of expansion in the capital 
goods industries, it seems quite likely that the carriers will 
make an effective bid to recapture lost passenger trafhc by 


rather widespread installation of stream-lined trains, which f 


would make it possible to reduce fares. 


TIRES—-A nation-wide move is under way to end the 
tire war and restore prices to normal. It remains to be 
seen, however, if competitive price cutting can be effectively 
abolished and if the proposed scale of higher prices will 
suffice to offset rising costs of crude rubber and place the 
industry on a profitable basis. 


LIQUOR—If Congress adopts proposals to legalize bulk 
sale of liquors, wholesale liquor dealers and the cooperage 
industry will be helped. The bottle makers, on the other 
hand, would take a trimming. The distillers also would be 
hurt, for bulk sales would greatly ease the bootleggers 
selling job. 

Conclusion 


An unusually brisk recovery in Business Activity has 
been led by the steel industry upon resumption of 
operations after the Fourth of July. With stocks 
of finished products at a low level and unmistakable 
evidence of spontane: | 
ous revival in demand | 








7.35 cents to 7.92 
cents, c. i. f. European 
base ports. Expanding 
demand for tin, con- 
spiring with rigid con- 
trol of production, has 
reduced visible stocks 
to a low level and 
caused considerable 
stiffening in price. 


INDEX SCALE 


PETROLEUM — 
Thus far a rapid in- 
crease in production 
since voidance of the 
N RA has been taken 
care of by an unprece- 
dented rise in consump- 
tion of gasoline, and 
this has prevented de- 
moralization of the 
price structure; but the 
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Changes in Major Commodity Price Group for the 
Fortnight Ended July 20, 1935 


for capital goods, there 
are sound grounds for 
expecting a sharp ex’) 
pansion in the general 
volume of production | 
and trade during the 
next few months. In 
spite of threatened } 
pressure by the infla- | 
tionist bloc in Con 
gress, our index of 
Raw Material Prices 
offers little evidence ot | 
any nearby rise in the | 
general price level; so 


JIWDS KIONI 


covery as is now under | 
way can scarcely be at: 
tributed to expectations 


rices. This conclu 
INO. S wis biephin-s 8140s aie no change P ‘ b | 
Building materials ....... up 0.1 sion is supported by re: | 
EE vce d ab aes See no chang ; , 
Housefurnishings ....... no change cent firmness in quota’ | 
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bonds. 
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of Wall Street’s Indicators 


Common Stock Prices Index 
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1934 Indexes 
——$——————, 


























Number 
Low Close of Issues (1925 Close—100) High Low July13 July 20 July 27 
71.2 45.0 54.6 288 COMBINED AVERAGE... 56.6 43.0 54.1 54.6 56 .6h 
105.7 44.2 87.0 6 = Agricultural —-- . 8.2 6.1 ° 4.0 TE:2 SS 
42.3 20.2 27.1 6 Amusements. . .. S74 19.8 26.3 25.9 27.44 
58.9 35.2 55.5 13 ies. ... 69.7 44.6 64.7 68.5 69.7H 
24.9 11.8 14.2 ie eae ee 16.8 8.8 10.0 10.6 10.7 
92.5 43.6 60.1 6 Aviation (1927 Cl—100).... 60.1 41.3 53.5 52.9 53.9 
7.4.3.7 39:8 3 Baking (1926 Cl.—100)..... 11.3 7.9 10.1 11.8h 10.8 
240.9 153.6 191.8 2 Bottles & Cks. (1932—100).. 243.2 184.8 243.2H 241.3 239.8 
136.0 100.0 131.6 4 Business Machines........ 140.4 113.7 137.1 140.4H 139.6 
229.5 178.9 227.5 i PPAR rrererere iy, 301.2 226.1 291.2 301.2H 298.2 . 
210.5 134.3 167.2 a OS ee ces ee 179.4 144.6 178.6 179. - — 4 
37.2 22.1 28.8 TG 40=—- COMIEFIICUION ...... nc eee 31.4 22.6 29.5 30 
70.1 40.1 43.8 5 EE once ccnccencccreves 56.0 35.7 50.9 52. H $5. H 
37.0 25.7 32.0 2 Dairy Products.. .eeee 88.4 27.5 88.2 88.0 88.4 
26.8 16.4 21.2 8 Department Stores........ 22.7 16.0 19.3 19.6 20.3 
84.2 56.0 73.1 7 Drugs & Toilet Articles..... 73.1 56.1 56.1x 58.8 59.6 
91.3 59.1 78.7 3 Electric Apparatus......... 120.1 70.1 110.7 114.3 120.1H 
211.2 103.8 211.2 2 Finance Companies........ 250.5 211.2 250.5H 250.5 246.5 
64.0 51.1 58.3 DB I iss oo 00 0-0 s-v10:0 69.4 51.8 57.8 57.4 57.2 
71.1 55.1 55.7 a. 8 ere 6.4 46.5 53.5 56.1 54.5 
58.8 36.2 45.4 3 Furniture & Floor Coverings 49.3 32.1 43.9 48.3 49.3h 
1372.0 1106.01164.9 BD GO ive c eis ciccseces 1209.7 1062.4 1102.0 1071.7 1078.7 
35.6 25.1 35.6 &’ H hold Eq Be iv:s' te 41.0 35.3 38.8 38.7 41.0H 
31.8 19.3 20.8 4 Investment Trusts... cos ae 17.0 24.0 24.5 26,1h 
295.5 164.0 247.0 3 Liquor (1932 Cl.—100)... Baia we 278.9 223.6 230.7 230.0 219.6 
53.4 34.2 44.2 ae Aes 53.1 36.0 48.1 49.5 653.1h 
88.6 51.9 62.0 BS POR OR onc ic cc cccee 62.2 34.5 8.5 .8 40.0 
160.1 117.4 127.8 11 Metal Mining & Smelting.. 148.0 109.4 138.8 137.8 148 .0h 
86.8 52.0 58.2 es 70.3 651.3 65.7 61.5 63.0 
25.0 15.2 21.0 3  Phonos. & Radio (1927-100) 21.0 15.9 18.5 18.8 19.0 
72.8 32.1 34.8 18 Public Utilities............ 45.1 28.0 40.5 39.8 44.5 
66.2 34.9 43.9 8 Railroad Equipment....... 43.9 29.3 41.5 41.6 43.0 
62.0 24.5 25.8 Mt Io Sieve sa. eas.cccn 26.7 17.6 19.56 19.1 19.9 
15.9 6.0 8.8 i ear 8.9 5.2 6.3 5.7 7.3 
50.2 28.9 41.6 3 Shipbuilding 4 28.5 41.4 43.4 43.2 
77.0 42.0 654.4 10 Steel & Iron... .1 87.6 51.2 56.6 64.1h 
31.3 20.4 22.2 5 _ SRRARA 4 21.1 27.0 25.1 25.5 
214.0 131.5 148.2 ee) MN 6004's ae aws.e .8 122.56 144.9 142.7 144.1 
70.3 40.2 45.2 3 — & Telegraph. . 2 34.2 60.4 651.2 53.2h 
65.8 37.5 47.8 | > Sc 4 34.7 43.6 46.1 48.6 
14.6 7.6 9.0 5 Tires & Rubber Eerste 9.3 6.0 7s 7.0 7.4 
88.6 66.5 84.7 eh IN oo a GS alee ace 3s oe 98.1 77.2 91.4 98.3 98.1H 
73.5 43.5 65.0 PR tas décces.ccedees 66.8 51.0 62.8 61.7 61.4 
275.5 43.6 258.2 3 Variety Stores.. . 271.7 219.7 266.3 271.2 271.7h 
H—New HIGH record since 1931. h—New HIGH this year. x—New LOW this year. 
I 
95 Tut MAGAZINE OF WALL STREET 95 
COMMON STOCK PRICE INDEX ino 
1925 CLOSING PRICES*100 
8 85 
NTpoOr 
Dinrin 
TS) Dad Bed ba 80 
7513/1312 75 
ojwinr 
790 os z 2 79 
4 =x =x 
65) 3/818 65 
609 S/ 213 60 
ITIL Ols 
55 55 
50 Aleta 50 
re oe 
458 G] | 45 
ao} 3]2/2 40 
ed (eh se 
3512712 2 
sof 3/813 30 
254 4|ai 25 
alolo RAILROADS 
2 20 
15 15 
! 10 
5 
é JORAILROADS 312 STOCKS ° 
a MAMJ JASON feb Mar Apr May Jun Jul Aug Sep Nov 
oo 1934 1935 
(An unvveighted index of weekly closing prices; compensated for stock dividends, splitups, 
and rights, and ccvering about 90% of the volume of transactions in all Common Stocks 
listed on the New York Stock Eschange.) 








for AUGUST 3, 1935 














ng Ae aE ee Bi 


eM 





from increasing 


Answers to Inquiries 





The Persona! Service Department of THE MAGAZINE OF WALL STREET will answer 
by mail or telegram, a reasonable number of inquiries on any listed securities in which 
you may be interested or on the standing and reliability of your broker. This service in 
conjunction with your subscription should represent thousands of dollars in value to 


you. It is subject only to the following conditions: 


1. Give 


all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, 


envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check 


at same time you transmit your first inquiry. 


Special rates upon request for those requiring additional service 


self-a ddressed 





AMERICAN CAN CO. 


It seems to me that American Can’s early 
prospects must be fully reflected in current 
prices, and further advances must come 
pressure of low-money 
rates. In this circumstance would you 
counsel further retention of its stock 
bought at 96?7—E. P. W., New York, 
ae 

Long the leading manufacturer of 
“packer’s” and “general line” cans, the 
American Can Co. has recently become 
prominent in the development of paper 
milk containers and beer cans. In this 
connection, the company recently ob- 
tained a contract from H. B. Hood © 
Sons, one of the largest milk dealers in 
New England, to supply paper milk 
containers for its requirements. Amert- 
can Can had previously been meeting 
the requirements of a large New Jer- 
sey dairy which amounted to roughly 

5,000 paper containers daily. The 
advantages of containers of this type 
are obvious, since they eliminate the 
need for deposits in the case of delica- 
tessen and grocery store sales and, in 
addition, are lighter and easier to han- 
dle than the customary glass bottle. In 
addition to the excellent possibilities of 
sizable profits from its milk container 
division, American Can has also de- 
veloped a can to replace the bottles now 
used for the retail distribution of beer. 
The company is already understood to 
have received a contract from a leading 
Middle West brewery and the entire 
brewing industry is said to be inter- 
ested in this development. These new 
items, together with those which have 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET) 


already proven their worth, notably 
cans for the distribution of lubricating 
oils, attest to the managerial efficiency 
for which the concern has long been 
noted and are an indication that new 
earnings records are probable during 
coming years. On this. basis alone, the 
company’s common stock will doubtless 
continue to command the attention of 
tar-sighted investors, while the prevail- 
ing low money rates to which you re- 
fer also are a factor which contributes 
te demand for income producing stocks 
of this type. If you are willing to dis 
regard possible temporary corrective 
movements from time to time, there- 
fore, further retention of your stock 
would seem to be fully warranted. 


INTERNATIONAL BUSINESS 
MACHINE CORP. 

I would like to know if you consider 
International Business Machine a specula- 
tive investment at current levels and yield. 
Do you you look for anything more in the 
way of stock dividends or increases? Also, 
what do you think of its course from here? 
—A. C. J., Jacksonville, Fla. 

Few are the companies which can 
boast of an earnings record compara- 
ble with that of International Business 
Machine Corp. Even in the usually 
disastrous year 1932, the company re- 
ported earnings of better than $9 a 
share, although its stock did sell down 
in sympathy with the general list to 
approximately six times earnings for 
that year. Quite obviously, such an 


which _ has 
uninterrupted growth 
since its formation in 1911 was due t 


appraisal of a 
shown almost 


company 





the panic conditions which existed at | 
that time. The activities of the com | 
pany are well diversified not only as to| 
types of products manufactured, but 
also geographically. Factories are | 
maintained in practically every leading § 
country, while almost every major in 
dustry, including railroads, insurance 
companies, governmental units, chain § 
stores, public utilities, etc., employ the 
electric recording and tabulating ma 
chines manufactured. For the most 
part, the company’s income 1s derived! 
from leasing of these machines, al: 
though it also produces and sells numer f 
ous other items, such as scales, slicing} 
machines, coffee grinders, time record 
ers, electric typewriters, etc. An active 
research department is maintained 
which is constantly developing new ma | 
chines and perfecting those now in use 
Capitalization is most conservative 
there being no bonds, preferred stock 
or bank loans preceding the 703,34) 
shares of common stock outstanding at } 
the last year-end. Financial condition J 
is also adequate in consideration of the 
simple capitalization and stable earn 
ings afforded by rental income. At the 
close of last year, current assets of 
$5,928,857, including cash of $1,988, 
750, compared with current indebted 
ness of $2,958,096. 
dividend rate established on the stock | 


in 1930 has been continued uninter’ 


(Please turn to page 415) 
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Selecting New Market Leaders 
Offering Large Near-term Profits 





UR market analysts are lation to be enacted at 
now selecting those 10814 Points Profit this session of Congress are 
“_ now known and have been 


stocks which should be To Date This Year 


among the new leaders of largely discounted. As soon 


> Our record this yea ir closed and open : ‘ ee . ve 
the advance. Recent profit- aitnahian i casa edi as Congress adjourns, defi- 
able situations uncovered conta of vernting sani grainy snotty: foe nitely removing legislative 
: a 5 our clients over the balance of the year. In i : ‘. ° 
include such issues as C ol- fact, with the market having definitely gone uncertainty, the major up- 

Sg is none pa Re era into new high ground since 1931, we look > ' > e 
umbia I ictures, Distillers for a sustained period of increasing activity trend of the market should 
Seagrams, General Rail- and interest during which frequent and ex- get fully under way. 
. ceptional profit opportunities will develop. : » 


way Signal, International 


Several securities offering quick and substan- 


Cement and Mesta M a- tial profits have been selected. To par- : 
chine ticipate in them and our new recommenda- A Service Tested 
: tions, we suggest that you mail the coupon > * 
below with your check and telegraph us By Lone Experience 
= . . C =~ : ‘‘Remittance and subscription in mail. Wire 
Balance e of 1 935 Holds SReEGRETOS SANREE RESO DE Kosmas ees advices.”’ 


For over sixteen years the 
Possibilities FoRECAST has been guiding 
rou investors and traders 
lue tof Over the coming months our analyses indicate through all types of markets with an outstand- 
ed at} the greatest improvement in business of the past —_ ing record of profit. Its subscribers are located 
com five years. With this background, selected not only in the United States but in Canada, 


Tremendous Profit 














“al securities are certain to move considerably Mexico, South America and Europe. These 
” are higher. investors must have market advisory counsel 
‘ading that is up-to-the-minute and that will permit 
or in The present market phase provides an excellent them to operate profitably despite the handicap 
dal ) opportunity to readjust your holdings and con- __ of distance from the financial centers. That they 
\ thep, Centrate in the issues chosen by our market and __ find the service of THE INVESTMENT AND BusI- 
, ma) security specialists. It may be a “last chance” NESS FORECAST satisfactory is a tribute to its 
mos to make commitments in new leaders at attrac- accurate prediction of market trends and its 
~_ tive levels. The major features of the legisla- careful selection of desirable securities. 
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90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 


I enclose $75 to cover my six months’ test subseription to The Investment and Business Forecast. I understand that regardless of the 
ng ati telegrams I select I will receive the complete service outlined by mail. ($125 will cover an entire year’s subscription.) 
g al 

ition jf 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private Code after our Code Book has 


f the | had time io reach you.) 
earn’ = TR ADING Short-term recommendations following important intermediate market movements. Three 
& wone four wires a month. Three to five stock; carried at a time. $1,000 capital sufficient 
t the i | ‘ES to 
f ADV IC E to act in 10 shares of all recommendations on over 50° margin. 
Ss O 
UNUSU AL Speculative investments in low-priced issue; that offer outstanding possibilities for mar- 


Three to five stocks carried at a time. 3500 
bted: | capital sufficient to purchase 10 shares of al! recommendations on over 50% margin. 

nual | 
stock FF 
nter’ f 


BARGAIN Dividend-paying common stocks entitled to investment rating, with good profit possibilities. 
Three to five stocks carried at a time. $1,000 capital 


[_] INDICATOR One to two wires a month. 


sufficient to purchase 10 shares of all recommendations on over 50% margin. 
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Dividends and Interest 

















THE ELECTRIC STORAGE BATTERY COMPANY 
Allegheny Avenue and 19th Street 
Philadelphia, July 19th, 1935. 
The Directors have declared from the Accumu- 
lated Surplus of the Company a quarterly dividerd 
of Fifty Cents ($.50) per share on the Common 
Stock and the Preferred Stock, payable October 
ist, 1935, to stockholders of record of both of 
these classes of stock at the close of business on 
September 9th, 1935. Checks will be mailed. 
WALTER G. HENDERSON, Treasurer. 








KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





*‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘*TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a security advisory service conducted by 
The Magazine of Wall Street for over 
16 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (793) 


‘*SOME FINANCIAL FACTS’’ 
An interesting booklet issued upon re 
quest by the Bell Telephone Securities 
Co. (875) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 


J. A. Acosta & Co., have prepared a folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent investors and traders. (939) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 


MARGIN REQUIREMENTS 
Leaflet explaining margin requiremepts 
prepared by McClave & Co., members 
New York Stock Exchange. Copy upon 
request. (955) 
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New York Stock Exchange 


Rails 











1933 1934 1935 
—_—__—_e oo oer". eo ee eee ee 
A High Low High Low High Low 
DN eC ais 6 besc506 5554s awy 80% 3454 1334 4514 655, 3534 
Atlantic Coast Line.. seaphhace: ae 16% 5414 241% 8714 1914 
B 
Baltimore & Ohio... ... 2.006 -ccsces 37% 844 3416 1234 15 1% 
Bangor & Aroostook................ 4134 20 461% 3514 45 361% 
Brooklyn-Manhattan Transit........ 4144 2134 447% 2814 44% 3614 
c 
fo 207% 7% 1814 10% 1334 936 
Chesapeake & Ohio........... ee 2456 4854 394 453; 87% 
C. M. & St. Paul & Pacific.......... 1134 1 814 2 3 yy 
Chicago & Northwestern............ 16 14% 15 3% 55% 134 
Delaware & Hudson............... 9334 37 1314 35 43146 2314 
Delaware, Lack. & Western......... 46 174 333 14 19% 4 11 
E 
PERS Moniek cis bas ak seux seers 253¢ 334 24% 9%% 14 7% 
G 
Great Northern Pfd..............-. 3334 454 82146 12% 2234 95% 
H 
Hudson & Manhattan.............. 19 614 121% 4 5% 234 
I 
ee sf 816 3874 135% 1744 914 
Interborough Rapid Transit......... 1334 4\% 174% 54 16% 834 
K 
Kansas City Southern.............. 24% 6% 1934 6% 834 334 
L 
2) a? eee cee eee 2734 856 214 9% 114% 5 
Louisville & Nashville.............. 6714 214% 6214 3734 4744 34 
M 
Mo., Kansas & Texas.......-...... 17% 534 14% 43 64% 26 
PEREE PUNE i rss s Sreere rene cos 10% 1% 6 1% 3 1 
N 
New York Central. Seekeerew sme 14 4514 183% 2134 124% 
N. Y., Chic. & St. Louis... cobs 2% 267% 9 13 6 
4 ¥., MW. H. @& Hartford.......--... 34% 114% 2414 84 2% 
N. Y., Ontario & Western...... cose AS 74 1154 44 6 254 
Norfolk & Western.............---- 177 111% 187 161 84 158 
oo 4 ee eae 34% 9% 3614 14% 21% 138% 
P 
PIERS cs cos p Gas morccece & 4214 1334 391% 201% 264%, 17% 
PTE MMT GUOUOE 6 oc ose eceiecveren 37 3% 38 12 1854 9% 
R 
1 AES ee pie nr 621% 2314 5634 35% 434; 29% 
Ss 
errr 3834 11% 3334 14% 19% 1234 
Bowtterk MARWRT .. 2... occ s swccces 36 4\% 3614 11% 16% 514 
T 
TG PI 6 aco hk os0 dese weecset 43 15 4314 1314 2534 14 
U 
Wine WIG sot in ase ou seuateecses 132 6144 133%, 90 11144 8214 
Ww 
Western Marglané .......... 2-006 16 4 174 1% 9% 56% 
Industrials and Miscellaneous 
1933 1934 1935 
A High Low “High ~ Low High Low 
Adams-Millis Corp................. 215% 8 347% 16 3314 284 
og ee re 112 4714 113 9134 1495, 10434 
oo eee 33 11\% 237% 165¢ 20% 15% 
Allied Chemical & Dye............. 152 7034 16034 115% 16014 125 
cu pe 2634 6 23 3¢ % 10%, 274% 12 
Alpha Portland Cement............. 24 534 201% Z 11% 204; 14 
0 4754 18% 5554 39 7034 418% 
Amer. Agric. Chemical (Del.)......-. 35 1144 48 2514 573, 4114 
American Bank Note............... 2814 8 2514 1114 29 1314 
Amer. Brake Shoe & Fdy........... 4215 9% 38 19% $64 21 
Ms cis visie cn visckaesaee 10014 496 11434 90144 145 110 
Amer. Car & Fdy Sere nee ais 3934 6% 337% 12 21% 10 
MMROTRORR TAMCID... 5 ono ccc cece see 614 34 705 4614 96 66 
American & Foreign Power......... . 1954 3% 1334 3% 51% 2 
Amer. International Corp........... 15% 44% 11 434 844 46 
Amer. Power & Light............... 19% 124% 3 4 1% 
Amer. Radiator & S.S.............. 19 45% 1754 10 17 10% 
Amer. Rolling Mill................. 3174 534 3844181402 1534 
Amer. Smelting & Refining .. .. 58% 1034 51144 304 47% 315% 
Amer. Steel Foundries.............. 27 45% 2614 10% 19 12 
Amer. Sugar —s Bei eke Meek 74 21% 72 46 7014 64 
ee eer 13434 864 12544 100% 1303 98% 
Amer. Tob. B.. Tersees. = 5034 89 67 9834 7434 
Amer. Water Works & Elec...._.... 4314 10% 275% 125, 14% 1% 
ee a LS | eee 67% 2254 8334 36 5116 3514 
Anaconda Copper Mining........... 22% 5 1734 10 18% 8 
nS OS ¢ re eee bas aie 6% 3% 6% 34 
ee a eee 1 1234 3514 2114 28 2134 
Auburn Auto......... ; Y% 31 57% 164 293, 15 
Aviation Corp. Del 3 5% 1034 334 34 234 
B 
Baldwin Loco. Works.............. 1754 314 43 654 144 
55 o aie o'n Gas sea 216 3% 4534 23 503, 38714 
Beatrice Creamery................. 27 1934 104% 19 141% 
Beech-Nut Packing................ 70% 45 76 % 91 72 
Bendix Aviation ..........ssccccesese 2114 6% 23% 934 18 11% 


Last 
le 


Div'd 


$ Per 
Share 


*10 


Div’d 
$ Per 


Sa 
7/24/35 Share 


31% 
48 


1855 
17% 


* 50 
7.50 
*3 


mention THE MAGAZINE OF WALL STREET | 





— 


= ss 





Kelvy 
Ken 
Kro; 


Leh: 
Libl 
Ligg 
Lo 


Loo 
Lor 









ve} Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 




















Diva | 1933 1934 1935 Last Div’d 
$ Per . — - : A Sale $ Per 
Share High Low High Low High Low 17/24/35 Share 
iE Caso o a's scat weiols's 33% 9 40 2 
i we don SA ISOE oo. cs siccioare 4914, 10% 4914 FY \% 3516 3156 3534 ‘ 
-s Bohn Aluminum................... 5814 91, 683, 441, 597% 3954 471; § 
| Borden Company.................. 3734 18 2814 197% 2654 21 261% 1.60 
“< [Borg Warmer.................0000, 22i¢ 54 813%; 16% si ZOs 2BYZ 4B 1% 
ay ES RS ee er eee 1454 25, 283, 12 373, 2415 37% 2 
BoM UBrstOl-MOVOTS 0. os cen ss scare ese 401, 25 377i, 26 361, 3034 34% *2 
Burroughs Aaa — PE ot 4 4 ars 1014 17% 1314 16%4 60 
4 ver’ REIN) oclsisscsiavesse.cve % i4 23 133 205% 113 % 1616 a 
2.80 Cc . 
~ California Packing................. 84 73, 443, 183 42144 38 434 % 
Canada Dry Ginger Ale........1..11 413 74 9914 «1214 165g 88% i 
PRON Ne Ch ee oi sci) 555-69 6 « ( 3014 863; 35 67 4534 6634 
Caterpillar Tractor................. 514 383, 23 5316 3614 63 4 
Celanese Corp.. é . 444 44% 17% 3534 1914 27 a 
Cerro de Pasco Copper. j 5% ©=—444lg Ss 801G—Ss«i 8G 885G CC 4 
sone dy dt SER en eee ( = 487% 34 44% 36 4334 3 
oe ROR 5% 4 66084 «= 891K is«iBMH_CS 563{ *4 
Coca-Cola Co. ee 7316 16115 953, 2243, 16176 223. 8 
Colgate-Palmolive- Ca a eee ; 18% 936 18144 15% 1754 .50 
Columbian Cotte OB ese eeeeeeeeeeeee 4 23% ‘%Tiy 58 94 67 94 $ 
(  aseeeeaaee PORE a dt al dy 
BR aie hiactsleoes Y 5% % 3914 47% 2 
ee Sa 6 18 61 a 355; uy \y \y 
Commercial Solvents 020.0200 0002. Yi 8, 36% 1534 237) 175s a + 
[Seri t is eae oe aan pee 5% % «85348 373% 3% 
Consolidated Gas of N.¥.. 1.1.1... aaieosa’ aes tag Bt? iby) a8 
“USN TG: CS Sea eterna 1534 5 1414 1% 1014 6% 73 
«+ [> Container Corp. “A”............... 1014 1% 183; 6% 1854 884 914 oe 
Continental Can, Inc................ 7834 3514 6414 66% 911, 62% 90% 2.40 
an sane _— Roost teins eee 3614 10% 3614 2334 3814 28% 3814 *1.20 
iy continental Oil..... a ere 1954 4% = 2234 153, 23 15% 21%  f.87% 
Corn Products Refining............. 905, 4534 8415 5515 7834 62 72 3 
Crown Cork & Seal................ 65 144, 3614, 183, 36 2314 93314 1 
Cudahy Packing ee 1... 59% 203, 6254 87 4715 40 431% 214 
I utler-Hammer, Inc................ @1 44 21} 11 2634 16 2534 $2 
: D 
Me MIBERG RE NOD Bs ceases cledinvisi <'eleres 49 53, 344% 10% 387% 2234 56 
| Diamond Match... 1.122222 22122: 9916 1716 2815 21 3614 2614 38° +4 
Le ae aera 391, 12 461, 32 4314 34% 384 *2 
a Douglas Aircraft..............2..2. 181; 1014 9815 14% 98% 1715 373% va 
10 Du Pont de Nemours............... 963 32% 1037, 80 108 = «8654 «10614 2..60 
| E 
} Eastman Kodak Co................ 8934 J % ye 
1 ee es eee 271; fo ats HY ss 11932 10854 7 
Vs 3134 15 29 1934 2554 os 
. | Elec. Power & Light................ 1534 3% 954 214 8% 1% 314 
Electric Storage Battery. PE eNO 54° 21° 52. 34° 491, 39 4515 ‘aK 
‘ Endicott Johnson = ee es 627, 26 63 45 6514 523, «641g 3 
Fairbanks, Morse Xe Ce ee 1114 214 = 1834 7 2534 17 4 
Firestone Tire & Rubber............ 311 934 28% 18% 1814 1314 153; 40 
First National Stores............... 7034 43° 6914 53 5714 4534 oa “ay 
Foster Wheeler Corp... . 020.02... 23 414 22° 84 1716 9% 16854 ss 
_ > Sere ee +9 1 3 \y 34 5 4 ee 
BrOOpOrt TOROS CO, 2... occ ccc acwes 4934 183 6 5032 ais 3515 A$) 3613 “t 
6 G 
G 1 F 
S Bee eo 2 a ee a eg 
f General Electric................... 101; 251, 167, 2814 201, 38} 60 
I General Foods..................... 21 836%, 28 3714 321, 36% 1.80 
= General Mills...... 1.1.2.7: 3516 641, 51 701; 597, 697% 3 
General Motors Corp. ... , 5 34 10 42 2454 381, 2654 377% 1 
' General Railway Signal .. ia Nieeaa es 6 1344 4534 2314 3334 1554 83336 1 
ik General Refractories............... 214 2334 101%; 23% 163, 211; 
Gillette Safety Razor.......... 5g y li 74 i A 
on y i” 75, 14% 8ig 165, 12 1614 1 
iv'd — Co. RaeGist ae suite 4 334 283g 1554 82 233g 3034 ag! 
Per pid Dust Com. <....;.::..+ ss ss0oe 3% 06 «12 23 16 18 143, 17144 1.20 
hate Goodrich Co. (B. F.)............... 21i4 3 18 8 11% «67% 836 
; Goodyear Tire & Rubber........... 471 91, 4134 1814 26% 153; 20 
Great Western Sugar.............. 417% 7 3514 25 323, 265¢ 2814 2.40 
* 60 H 
6 Hercules Powder Co............... 6854 15 8154 59 85144 T1 84 3 
Re Hershey Chocolate................. 72 «63516 «783, = 4814 813, 7314 16% 3 
4 Homestake Mining. EOE ea acastae uk 373 145 4301, 310 412 338 395 *26 
2 Hudson Motor Car. siedsdaicneinsers, “ROS 3 2415 6% 123% 6% 83; an 
2 EO | i an 134 15 14 1% 3% 34 134 
| : 
4 & PIMIITEMNUEROER los ccsSevceee dard oo WA 3% ] YG 
 &| Ingersoll-Rand......... Aoghicls.ct 78 191 7354 19 3 $012 a3i4 
33 Inter. Business Machines........... 15314 7554 164 131 18415 14914 183 *6 
bi i Rite ePID oh le Sg sa sob Shetm 40 6% 8734 183% 33 227%, 31% 1 
 s TGIOEEAIVOREED. ooo. cesses cesses. BB 135, 46% 281, 507%, 34% 5054 .60 
se Inter. Nickel................ core BY 63, 291¢ 21 293, 321; 281% 60 
Inter. Tel. & Tel 8 V4 3 4 34 5 5% 
a . Tel. eee ae cea | ONG 5% 1734 1% 1034 5% 9% + 
ee sf 
ot OOS | 45 23 5744 38 64144 49 6414 3 
vt RIS ONMIIGIIID 5 oasis sco. s/o 0 :c5..0ceee 63146 124% 6634 39 60's 3814 595; 425 
9 K 
5 i eID ee a ork cows isietees a 1554 3% 21% 115% 18% 12% 18% * 50 
Kennecott Copper...............0+. 26 734 23% 16 214 1334 2054 .60 
E Kroger Grocery & Baking........... 3556 1414 335g 2314 2915 221% 2914 1.60 
17 fee ai ogre ae ars Beksre:s8 2.40 
a Libbey-Owens-Ford...../....1..11) 873g «4% 4874= 4G BB1g aig 35% (1.20 
Liggett & Myers Tob. B............ 993, 4914 1111 74144 11714 9334 11715 *4 
ROW AEN cela on isiva. sie ciiencea sie 3614 814 37 203, 441, 3114 40% 2 
a Loose-Wiles Biscuit................ 4434 1914 4434 3314 41% 33 41% 2 
oo | BWR eh a ee oa ua oislvelnw a's 2514, 103, 2215 153, 283, 18% 23%, *1.20 
50 | M 
+3 ec oe | 4634 18144 413, 22 281, 18 2214 1 
ae Macy (R. H.).. siccccceesceee 68% 24% 62% 98534 4514 830 4414 2 
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What’s Ahead 


for These Stocks? 


Briggs Mfg. Timken R. B. 
Int. Harvester Allis Chalmers 
Kroger Grocery Gen. Motors 


Mont. Ward Intl. Nickel 
Nor. Pacific Loew's Inc. 
Penn R.R. No. American 


Sears Roebuck Westinghouse Elec. 
urrent UNITED OPINION Bul- 
letin summarizes definite mar- 
ket advices of the leading financial 
authorities on the above active 
stocks. Introductory copy free on 
request. 
Send for Bulletin W.S.19 FREE! 


(Please print name and address) 


UNITED BUSINESS SERVICE 


210 Newbury St. NN re Boston, Mass. 











Complete Investment 
and 
Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on request. 


MSCLAVE & CoO. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Associate) 


67 Exchange Place, New York 
Telephone HAnover 2-6220 

















iSTOCKS — BON Ds 
y COMMODITIES 


4; . Folder explaining margin requirements, commission 

charges and trading units furnished on request 

* Cash or Margin Accounts 
Inquiries Invited 


J. A. Acosta & Co. 


Members 
New York Stock Exchange 
New York Cotton Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 
and other leading exchanges 


“60 Beaver St. New York 

















OPENING AN ACCOUNT 
Many helpful hints on trading procedure and 
methods in our booklet. Copy free on request. 
Ask for booklet MG6 
Any listed securities bought and sold 


(HISHOLM & (HAPMAN 
Established 1907 
Members New York Stock Exchange 
52 Broadway New York 














Odd Lots—100 Share Lots 


Booklet M.W. 801 upon request 


John Muir& ©. 


Established 1898 
Members New York Stock Exchange 
39 Broadway New York 
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Whether you want to keep regularly 
posted on the securities you now hold 
—or in checking the outlook and posi- 
tion of investments you contemplate 
buying—then you will want to have 
“Adjustable Stock Ratings” always 
handy. 


Here are the facts this 112-page, pocket- 
size handbook revises and brings up to 
date monthly, on all the 1552 leading 
common and preferred stocks on the 
New York Stock Exchange and New 
York Curb Market. 


—the lines of business represented by 
the investments in which you are 
interested. 

—the industries — the companies 
which are going ahead — those 
which are declining. 

—funded debt, if 

—dividend rates—and 

—the 1932 and 1933 
mtertm earnings for 


any. 
dates. 
earnings—the 
1934 and 1935. 
—the 1934 and 1935 price ranges. 
—ticker symbols. 
—*the “low prices’ since July 1st, 
1933—so0 important m figuring 
minimum margin requirements and 


maximum loan values under new 
market regulations. 
Only $2.50 a year will bring you 


“Adjustable Stock Ratings”—published 
the 15th of every month—the most com- 
plete, most frequently revised informa- 
tion you can possibly secure—equal to 
services costing up to $40 and $50 a 
year or more. 

‘Handy, pocket-sized tables have been 
prepared which, using the 
July Ist, 1933, given in 
Stock Ratings,” can enable 


“lows” since 
‘Adjustable 
you to find 


as 


minimum margin requirements and 
maximum loan values at a glance. You 
can have a copy of these tables, free, 
'f your subscription is received within 
the next 10 days. 
Mail vour order now— 

The MAGAZINE of WALL STREET 
90 Broad Street, New York 


I enclose $2.50. Send me 


ADJUST- 


ABLE STOCK RATINGS monthly 
for one year—also tables of “Minimum 
Margin Requirements and Maximum 
Brokers’ Loans” ‘FREE. 

SCS ES tS, See a a ee 
A SESS are an er 
eNO Riles Lo rans LEAS ens kale RB-8-3 





New York Stock Exchange 


Price Range of Active Stocks 


Mathieson Alkali...... 


| May Dept. Stores.... ig 
McIntyre, Porcupine..... 


McKeesport Tin Plate.............. 


Mesta Machine Co 
Monsanto Chemical... . 
Mont. Ward & Co... 


| Nash Motor Co. 

National Biscuit. 

National Cash Register. 

| National Dairy Prod. 

| National Distillers. 
National Lead Co. 


| National Power & Light ieudgse 


National Steel . 

N. Y. Air Brake..... 
| Noranda Mines...... 

North American Co. . 


Otis Elevator... 
Owens III. Glass... 


P 
Pacific Gas & Electric... 
Pacific Lighting....... 
Packard Motor Car. . 
Paramount Publix. . 


| Penney (J. C.). 
Penick & Ford. 


Phelps Dodge Corp. 
Phillips Petroleum. . 
Pillsbury Flour Mills. 
Procter & Gamble. . 
Public Service of N. J.. 
Pullman, Inc...... 


Radio Corp. of America. 
Radio-Keith-Orpheum 
stm Se um 
Remington Rand. 

Republic Steel . 

Reynolds (R. J.) Tob. Cl. B 


Safeway Stores. 
Schenley Distillers... .. 
Sears, Roebuck & Co 
Servel, Inc... 

Shattuck (F. G.) 

Shell Union Oil... 
Socony-Vacuum Corp 
So. Cal. Edison. 

Spiegel May Stern Co. . 
Standard Brands..... 
Standard Oil of Calif. .. 
Standard Oil of Ind 
Standard Oil of N. J.. 
Sterling Products 
Stewart-Warner.. 
Stone & Webster. 

Sun Oil Co... . ‘ 


T 
Texas Corp 
Texas Gulf Sulphur 
Tide Water Assoc. Oil.. 
Timken Roller Bearing . 
Tri-Continental Corp. . 


U 


Underwood-Elliott-Fisher . 
Uni on Carbide & Carbon. 
Union Oil of Cal.. 

United Aircraft . 
United Carbon. . 
United Corp. 
United Corp Pfd 


| United Fruit. 


When doing business 


ssisacccs 
NNNnNNDnH 





United Gas Imp. 

. S. Gypsum Co 

bY Industrial sicehe 
. Pipe & Fi 

- Rubber.. 

‘ Smelting, Ref. & Mining. . 
. Steel Corp ie 

. Steel Pfd. 


Vanadium Corp... 
Ww 


Warner Brothers Pictures. 
Western Union Tel. 
Westinghouse Air Brake .. 
Westinghouse Elec. & Mfg... 
Woolworth Co. (F. W.)....... 


Worthington Pump & Mach... 
* Including extra. { Paid this year. 
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High Low 
32 233, 
463; 357% 
455; 365, 
122 901, 
353, 241c 
77), 55 
32 2134 
1914 11 
331, 2214 
18; 1815 
1715 12% 
291; 231k 
17514 145 
9% 4% 
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43 30%; 
4 2 
205, 111 
104 80 
253, 131% 
377, 19 
5% 31 
45, 214 
8014 5714 
81 641, 
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23 135; 
353; 31 
535; 423, 
395, 203 
527, 34 
63; 4 
25, 1% 
21 161 
114% #7 
165, 9 
54'. 43! 
46 363; 
333< 22 
611% 31 
10%, 73 
94 «74 
11145516 
153; 11 
205; 10% 
79', 437% 
191, 135, 
38%, 2734 
271, 23 
50'5 3514 
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233; 1614 
365; 2834 
12 7 
50 283, 
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69!5 533, 
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20'< 1434 
1714 9% 
6135 46 
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3915 203; 
923; 7154 
157, 914 
603; 404 
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22 143, 
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12415 95 
413(  2T14 
967%, 7354 
2134 1114 
5 24 
4115 205% 
275, 18 
62 3254 
6514 51 
Q1i5 1134 
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Last Div’d 
Sale $ Per 
7/24/35 Share 
311% 14 
46% 1.60 
40 2 
122 4 
35 14 
73% 1 
315 ; 
13 1 
31 1.60 
17'4 50 
17 1.20 
267% 2 
174 5 
9 .80 
§7°4 | 
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3% m 
1914 60 
98'5 4 
243, 1% 
34 2.40 
4% 5 
414 
8014 2 
757% 3 
19 +. 25 
20%, 1 
3416 1.60 
5314 1% 
36°¢ 2.40 
46 3 
62 
214 
19'4 1 
10 
16°< 
54 3 
3934 3 
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§1!, +. 75 
10%, 
73% 25 
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123, .60 
18% 1'4 
6514 
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25%< 1 
4614 *114 
6614 3.80 
12%, 
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68 1 
18% 1 
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1014 
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67 2 
6374 1.60 
17%4 1 
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Answers to Inquiries 
(Continued from page 410) 





rupted since that time and has been 
supplemented by frequent stock divi- 
dends, the last payment of this type 
being 2% on January 10, last. While 


the present return on the stock is not 
large, potentialities in the company’s 
line of endeavor are such as to justify 
the belief that the stock will continue 
a favorite among “blue chips”. With 
further stock dividends and_ possibly 
higher cash distributions probable later 
on, the shares should be retained in 
your portfolio. 


AMERADA CORP. 


In view of my profit in 50 shares of 
Amerada Corp. bought last year at 49, 
do you think I am justified in holding 
for further appreciation when I am specu- 
latively rather than income-minded? Do 
you think its prospects are such as to war- 
rant an additional investinent on this basis? 
—M. J. B., Kansas City, Mo. 


We regard Amerada Corp. as a 
strong oil company which has stead- 
fastly remained exclusively a producer 
of crude oil and casinghead gasoline. 
In this respect this company differs 
from the majority of the other leading 
companies in the oil industry which, 
during the past ten years, have in- 
creased their activities to take in every 
phase of the industry from production 
to the operation of service stations. On 
the other hand, Amerada’s policy has 
proved to be sound and advantageous, 
inasmuch as the company has paid its 
stockholders regular dividends at the 
rate of $2 annually without interrup- 
tion since 1926. Last year, in spite of 
higher operating costs, because of codes, 
the company reported a net income of 
$1,736,420, equal to $2.20 a share on 
the capital stock, against $380,443 or 
50 cents a share on the capital stock 
in 1933. At the year-end of total cur- 
rent assets of $5,544,732 over $3,500,- 
000 was in cash and current liabilities 
were only $448,059. This condition, 
in our opinion, amply reflects the con- 
servative and sound policies of the 
management. For the first three 
months of 1935 earnings amounted to 
31 cents a share on the capital stock, 
against 68 cents for the first quarter of 
1934, and currently, of course, the 
company is in its best earnings season 
of the year. The company has no bank 
loans or funded debt and these fea- 
tures, in conjunction with Amerada’s 
excellent record and indicated poten- 
tialities, in our opinion, warrant favor- 
able consideration. Therefore, we feel 
that you are justified in holding your 
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NOTICE {S HEREBY GIVEN 
pursuant to the provisions of Article 
IV of the First Mortgage and Deed 
of Trust dated January 1, 1923 from 
Armour and Company of Delaware 
to Continental and Commercial Trust 
and Savings Bank, The Chase Na- 
tional) Bank of the City of New 
York and William P. Kopt, Trus- 
tees, that Armour and Company ol 
Delaware has elected to redeem and 
pay. on September 7, 1935 all ot 
the outstanding First Mortgage 
Twenty-Year 5%% Guaranteed Gold 
Bonds, Series A, issued under and 
secured by the said First Mortgage 
and Deed of Trust The holders ot 
said Series A bonds of Armour and 
Company of Delaware so called for 
redemption are hereby notified that 
there will become and be due and 
payable on September 7, 1935 upon 
each of the bonds so to be redeemed, 
at the office of Continental Illinois 
National Bank and Trust Company 
of Chicago (successor to Continenta! 
and Commercial Trust and Savings 
Bank), 231 South La Salle Street. 
Chicago, Illinois. or. at the option 





time prior to September 7 





Notice of Redemption 
To the Holders of 


ARMOUR AND COMPANY OF DELAWARE 


First Mortgage Twenty-Year 512% Guaranteed Gold Bonds, 
Series A, Dated January 1, 1923 and Due January 1, 1943: 


The above mentionea ponds will pe accepted and paid upon presenta- 
tion and surrender thereof at the places of payment specified above at any 
c f 1935, at 105% of the principa: amount thereot, 
with interest upon such principal amount accrued to the date upon which 
the bonds are received for such payment. 






of the nuider ol any such pond, at 
the principal office of The Chase 
National Bank of the City of New 
York, Corporate Trust Department, 
11 Broad Street, in the Borough of 
Manhattan, City and State of New 
York, the principal amount thereof 
together with a premium of 5% of 
such principal! amount and the in- 
terest accrued on such principal 
amount to September 7, 1935 
Coupon bonds should be accompa- 
nied with coupons maturing after 
July 1. 1935, and registered bonds 
should be accompanied by duly 
2xecuted assignments or transfer 
powers. 

Interest on said Series A bonds 
will cease to accrue from and after 
September 7, 1935. 


ARMOUR AND COMPANY 


OF DELAWARE 
By 
PHILIP L. REED, Treasurer. 


Dated at Chicago, [llinois, 
July 9, 1935 



































Standard Gas and Electric Company 


| serves 1,659 cities and towns of twenty states . . . combined 

population 6,000,000...total customers 1,644,345...installed 
| generating capacity 1,582,479 kilowatts...properties operate 
| under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 




















shares for further appreciation and, at 
the same time, providing your position 
is not over-balanced insofar as oils are 
concerned, that further purchases at 
favorable market opportunities are war- 
ranted. 


LOOSE-WILES BISCUIT CO 


In 1933 Loose-lWViles earned $2.74 on its 
common stock, $2.07 in 1934, and for the 
first quarter this year 58 cents as against 
67 cents im 1934. Would you care to 
comment on the future earnings outlook, 
especially in relation to the investment 


status of the stock?—L. C. M., Spokane, 
Wash. 
While what you say concerning 


earnings of Loose-Wiles over the past 
year and one-half is true, nevertheless 
there are many strong features to be 
considered in connection with this com- 
pany—features which in our opinion 


do give an investment status to its 
stock. For the most part, the 350 va- 
rieties of crackers and fancy biscuits 
sold by this company are put up in 
packages and are manufactured in a 
chain of factories strategically situated 
from coast to coast. The acquisition 
of the company’s plants has increased 
not only their facilities but trade areas 
as well during the past five or six years. 
And it is worthy of comment in our 
opinion that this expansion was very 
largely financed out of earnings, with 
the exception of two companies which 
were taken over by means of an ex- 
change of stock. The company has no 
bank loans and no funded debt. Its 
capitalization consists solely of 35,419 
shares of $7 preferred stock and 522,600 
shares of common stock. Incidentally 
the company called a special meeting of 
stockholders recently to authorize a 
change in the capitalization from $29,- 
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080,300 represented by shares of pre- 
ferred and common stocks to $33,000, 
000 to be represented by 100,000 
shares of preferred of $100 par and 
920,000 shares of common of $25 par. 
It is the intention of the board to call 
for redemption on October 1 all of 
the 7% preferred at $120 per share 
and to issue for the refunding $4,200,- 
000 new 5% preferred. The company 
is strongly entrenched and as of the 
year-end, current assets, including over 
$2,000,000 in cash, were $8,263,981 
whereas current liabilites were $1,185,- 
774. This compares with current as- 
sets of $7,703,140 and current liabili- 
ties of $1,144,309 the year before. In 
summing up it is well to bear in mind 
the fact that if you look at the results 
of other food companies generally, 
especially baking companies, it will be 
found that about half of them made 
less money last year than the year be- 
fore; the food industry as a whole 
having shown but 3.5% improvement. 
We feel that an able management has 
guided this company _ successfully 
through very trying years and gradual- 
ly as customers of retail stores forget 
price and begin to demand quality in- 
stead of quantity, earnings of this com- 
pany should improve. Consequently 
we see no need for hasty liquidation 
of shares now held. 





MOTOR WHEEL CORP. 


As the automobile industry approaches 
its seasonal peak, do you believe Motor 
Wheel will hold up? Can I continue to 
hold its stock as a good moderate specula- 
tion?—O. D. C., Detroit, Mich. 


Manufacturing a diversified line of 
automobile wheels, operations of Motor 
Wheel Corp. have recently improved 
in line with increased production sched- 
ules of the motor car manufacturers. 
In the initial quarter net income, equal 
to 30 cents a share on the capital stock 
was somewhat below the 32 cents a 
share shown for the like interval of 
the preceding year, but subsequent op- 
erations indicate that earnings for the 
full year will substantially exceed those 
of last year, when the equivalent of 48 
cents a share was shown. Under the 
circumstances, the recently resumed 
dividend of 50 cents annually would 
seem secure, while some increase in this 
rate at a later date is by no means im- 
probable. In addition to the company’s 
wheel division, a number of other prod- 
ucts such as oil burners, heating appli- 
ances, steel and wood barrels, “‘centri- 
fuse” brake drums, etc., are also manu- 
factured and these lines, for the most 
part, lessen the company’s dependence 
upon the automobile industry. How- 
ever, the principal source of revenues 
is still the sale of automobile wheels 
and other parts to automobile manu- 
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facturers. While it is true that sea- 
sonal influences are not currently fa- 
vorable to companies in this field, the 
fact that operations are holding up 
better than was previously expected by 
many observers, attests to the soundness 
of the current recovery and is an in- 
dication of the tremendous pent-up de- 
mand which only awaits restored pur- 
chasing power and renewed confidence 
for its release. Financially Motor 
Wheel Corp. is in good shape and its 
capitalization is the simplest, being 
comprised entirely of common stock 
which is outstanding in the amount of 
850,000 shares. On the basis that the 
general industrial trend is upward and 
that the subject company will partici- 
pate further in this recovery, we be- 
lieve you will do well to retain your 
holdings of the stock. 


BOHN ALUMINUM & BRASS 
CORP. 

Would you advise holding or selling 
Bohn Aluminum bought at 4534 im face of 
its sharp reaction? Is there any truth in 
the report the company is losing tts piston 
business, or do you attribute the present 


action solely to poor profits for the first 
six months?—I. H. P., Madison, Wis. 


Despite the pronounced reaction suf- 
fered by Bohn Aluminum shares, we 
do not suggest liquidation of your po- 
sition in them at this time. It is true 
that the company has lost some of its 
piston business and, undoubtedly, this 
factor, together with the earnings de- 
cline for the first 6 months of the cur- 
rent year accounted for the action of 
the stock marketwise. First half year 
earnings were reported to be $2.70 a 
share, against $3.23 for the like period 
of last year and March of this year was 
reported to be the largest the company 
has enjoyed for some years. In 1933, 
earnings of this company were equiva’ 
lent to $4.24 a share on the capital 
stock and last year the net income im- 
proved further to over $1,518,387, 
equal to $4.31 a share. However, this 
by no means was entirely attributable 
to better conditions in the automobile 
industry. Among its customers the 
company also lists manufacturers of 
vacuum cleaners, radios, airplanes, re- 
frigerators, washing machines and a 
wide variety of other products, requir- 
ing light weight, yet durable parts. As 
a matter of fact, the company also has 
a manufacturing unit producing brass, 
bronze and aluminum products used 
for architectural purposes by the build- 
ing industry, and the company is in a 
very good position to profit materially 
from any building boom. As of De- 
cember 31, 1934, its strong financial po- 
sition was revealed by current assets 
of $5,582,119, including cash of $117,- 
135, and current liabilities of only 
$798,025. Rather recently a statement 


was made that the company probably 
would call for payment within the next 
few months, its only funded indebted. 
ness consisting of $499,000 principal 
amount of 6% 


convertible deben. fF 
tures due July, 1938. All factors con F 







sidered, we feel that the outlook for § 


these shares is favorable over the long F 
| a cons 


pull. 


CANADIAN INDUSTRIAL 
ALCOHOL CoO. 


a 
I have 150 shares of Canadian Industrial © 


Alcohol “A” averaging 123%. My brcker 
does not look too favorably on my pros. 
pects, yet I would not want to jump into 


something else haphazardly and will, there- § 


fore, appreciate your advice—B. S. N., 
Chicago, Ill. 

Although no earnings report has 
been released by Canadian Industrial 
Alcohol Co., Ltd., since that for the 
year ended September 30, 1934, when 
a net loss of $558,529 was shown, in: 
dications are that the report for the cur 
rent fiscal year will show marked im 
provement. The loss last year, despite 
the record earnings being reported by 


most companies 1n this field, was at ff 
tributable principally to the reluctance [7 


of potential customers in the United 
States to stock up in the face of the 
possibility that the tariff on liquor 
might be lowered. Diminishing sup: 
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plies of aged whiskies held in the | 


United States, however, and the grow: | 


ing demand for these whiskies for 
blending purposes, has recently enabled 


the company to liquidate a sizable por: | 
The consumma: | 


tion of its inventory. 
tion of negotiations was announced in 


May of this year forthe purchase of | 


some 3,000,000 gallons of aged Ameri 


can type whiskey from the company | 


by a subsidiary of Schenley Distillers 


Corp. More recently, a subsidiary ot | 


Oldetyme Distillers Corp. purchased 
100,000 cases of seven-year-old bonded 
whiskey from the company’s subsidi- 
ary, Corby Consolidated Distillers, Inc. 
Since the company had on hand ap- 
proximately 7,200,000 imperial gallons 
at the close of the year, it is still in a 
position to take full advantage of the 


anticipated further expansion in de- 


mand for aged whiskey in the United Dan 


States which is bound to prevail until | 


time has permitted accumulation of 
stocks by the domestic distillers. Thus, 
the company should be able to pay off 
its important liabilities which con: 
sisted of $1,200,000 bank loans and 
$4,000,000 McNish debentures, guar’ 


anteed by the company, at the date of -/ 


the latest balance sheet. All in all, the 
stock must be regarded as a speculative 
medium, but where the risks are rec’ 
ognized, maintenance of one’s posi 
tion in the issue should ultimately 
prove profitable, judging from the pres’ 
ent outlook. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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ARMOUR & CO. 


It is my understanding that the earninas 
of Armour & Co. have shown considerable 
improvement, yet this is not reflected in 
deben. 4 advance of the common stock. Do you 

think this will come?—T. M., Houston, 
S COME Tex, 


Dk for , ; 
e long f After having sustained a deficit on 
' a consolidated basis of $8,046,146 for 
the fiscal year ending October 29, 1932 
(before profit on bond redemption), 
earnings of Armour & Co. (Illinois) 
L F recovered sharply during the two suc- 
ceeding fiscal years. Increased volume 
sales, higher meat prices, and the con- 
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dustrial ; 


brsker § sequent improved inventory position of 
) pros. FH the company accounted for the earn- 
np into ee . Bt h : ‘ 
there. fe ings gains. Thus far this year, how- 
’. N. & ever, the company, in common with its 
| competitors, has been confronted with 
t has} consumer resistance to rising meat prices 
t has & 3 © ae 5 ; 
astrial (20d has found it difficult, if not impos- 
r the f sible, to pass on the processing tax to 
when I the consumer. Furthermore, whereas 
n. inp) in the 1932-33 fiscal years the company 
, a See . . a 
e cur fe Was selling at advancing prices an in 


© ventory acquired for the most part, at 


te |) extremely low levels, the advance in 
d by the value of inventories this year has 
s at | been less pronounced in relation to 
tance | cost: On the other hand, the company 


has effected sizable savings through debt 
refunding, while its capital readjust- 
ment plan last year was a step in the 





nited 


f the & 


iquor |. rere: 

sor " ; tight direction from the common stock- 
the ) holders’ standpoint, albeit accumula- 

row | tions on the old 7% preferred still out- 


standing must be cleared before distri- 





for : 
ble butions to common stockholders are pos- 
por: sible. As for consumer strikes against 
nS higher meat prices, these are said to be 


less threatening than earlier in the year 


: 2 and will doubtless entirely disappear as 
nerj | Purchasing power advances further. 
any Probably the brightest spot on the hori- 
Hers | 20n for the meat packers is the possi- 
an bility that the recent decision of the 
ised | United States Circuit Court relative 
del to thee AAA and its accompanying 
sidi- processing taxes will be upheld by the 
me, Supreme Court; the tax on pork prod- 
ap: ucts has been particularly detrimental 
eat to the packers. While present low 
a quotations and the stock's market ac- 
hes tion would indicate that little in the 
hie way of dividends can be expected by 
ted | Stockholders of Armour common for 
rtil F some time to come, we feel that your 
of & holdings should be left undisturbed on 
any © a price basis. 

off 

on’ 

“; GENERAL FOODS CORP. 

of -E I note that General Foods has been 
he going ahead marketwise although its first- 





quarter earnings did not come up to last 
year. Do you foresee further apprecia- 
tion? Would the company benefit through 


ve 


oC? 





sii | the ending of processing taxes?—D. F. V., 

ly § Baltimore, Md. 

SE Over the long pull we do see further 
_ marketwise appreciation for General 
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DIVIDEND NOTICE 
PACIFIC LIGHTING CORPORATION 


Common Stock Quarterly Dividend No. 104 of 60 cents per share, payable 


August 15, 1935, to stockholders of record July 20, 1935. 


$6.00 Preferred Stock Quarterly Dividend No. 112 of $1.50 per share, 
payable July 15, 1935, to stockholders of record June 29, 1935. 

Dividends on the foregoing issues, as well as on all the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are 
owned by Pacific Lighting Corporation) have been paid without inter- 


ruption since the initial dividend. 





PACIFIC LIGHTING CORPORATION 
AND SUBSIDIARY COMPANIES 
(PRELIMINARY BEFORE FINAL AUDIT) 


Statement of Consolidated Revenues, Expenses and Dividends 
for the Twelve Months Ended June 30, 1935 


Gross OPERATING REVENUE 
DEDUCT: 

Operating Expenses 

Taxes 

Depreciation . 

Total 
NET OPERATING REVENUE 
OTHER INCOME (Net) 
Total 

DEDUCcT: 

Bond Interest F 

Other Interest . . . . 


Amortization of Bond Discount 
and Expense . F 


fi ne 


Less Interest Charged to Construction . 


Net INCOME BEFORE DIVIDENDS 
DIVIDENDS OF SUBSIDIARIES: 
Preferred Stock . ae 
Common Stock—Minority Interest 
Total 


REMAINDER—APPLICABLE TO 
PaciFIC LIGHTING CORPORATION 


DIVIDENDS ON PREFERRED STOCK . 


. $20,021,085.91 


6,483,095.95 


.  6,698,415.00 


$4,929 669.39 
24,565.09 


276,744.13 


$5,230,978.61 


21,624.95 


$47,317,101.42 


33,202,596.86 


$14,114,504.56 
299,192.14 


$14,413,696.70 


5,209,353.66 





$1,515,893.30 
165.00 


REMAINDER—APPLICABLE TO COMMON STOCK . 


DIVIDENDS ON COMMON STOCK . 


REMAINDER TO SURPLUS 


Amount Per Share Applicable to Common Stock 


PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA STREET, SAN FRANCISCO 


$ 9,204,343.04 


1,516,058.30 


$ 7,688,284.74 
1,179,990.00 
4,343,303.70 
$ 2,164,991.04 





$4.05 





























Your advertisement in 
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is read by 


“the triple threat buyer”— 
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New York Curb Exchange 





ACTIVE ISSUES 


Quotations as of Recent Date 


1935 
Price Range 
-—_—_-———.Recent 
Name and Dividend High Low Price 
Alum. Co. of Amer......... 645, 32 6234 
Amer. Cyanamid B (.40).... 225< 15 21 
Amer. Gas & Elec. (1.40)... 30%4 16% 2914 
Amer. Lt. & Tr. (1.20) . . 185% 754 11 
Amer. Superpower. . as 1% 14 1% 
Assoc. Gas Elec. “‘A’’.. . 13/16 14 iy 
Atlas Corp...... oon ae 7% 10°¢ 
Cities Service. ... : 214 34 1% 
Cities Service Pfd.. . 241% 6% 16% 
Cleveland Elec. Illum. (2) .. 40 2314 38 


Colum. G. & E. cv. Pfd. (5). 173 32 6114 
Commonwealth Edison (4).. 847< 4714 8114 


Consol. Gas Balt. (3.60).... 8514 52°¢ 83 

Cord Corp... 4%, 2% 3 

Crane Co. . 16 7 15°¢ 
Creole Petroleum . 187< 10 16!5 
Distillers Cp. Seag. 221; 1854 21 

Elec. Bond & Share 10'< 314 854 
Elec. Bond & Share Pfd. (6). 67 37'5 6314 
Fisk Rubber...... . 114 5'5 6% 
Elec. Pr. Assoc. ... : 4\4 24 314 
Ford Mot. of Can. “A’’ (114). 32! 233; 2734 


Ford Motor, Ltd. (10)...... 914 7% 834 


1935 
Price Range 
———-———. Recent 
Name and Dividend High Low Price 
General Tire..... Jose's es, Soe 42 
Glen Alden Coal (*1).. . 24 135 18 
Great A. & P. Tea N.-V. (*6). 139 121 133 
Gulf Oil of Pa.... ... 7434 60144 G61 
Hudson Bay M. & S. (7.50). 1644 1115 1534 
Humble Oil (1) . . 64 44 5714 
Imperial Oil (*.50) . . 2215 15% 19°%4 
Lake Shore Mines (*4). . 58 48 50'4 
Mead-Johnson & Co. (*4). 69 55 69 
National Sugar Ref. (2) . 85 254 301<¢ 
Niagara Hudson Pwr ; 754 2'5 65 
Novadel-Agene (2) . 2234 18%, 21% 
Pan-Amer. Airways (1). 44\4 36 39 
Pepperel Mfg. (6) .. . 8915 §234 75\5 
Pitts. Pl. Glass (*2).. . 7734 4654 77 
Sherwin-Williams (3) . 106'< 84 105 
South Penn Oil (1)... . 283s 2154 28314 
Swift Int’l (2)...... . 8614 31 327% 
United Founders........... 14 V4 7/16 
United Lt. & Pwr. A ar 1'4 56 14% 
United Shoe Mach. (5) . 85 70 8214 
Walker Hiram H. W. 3254 23!5 257% 


*Includes extras. 7 Paid this year. 





For years American Gas & Electric 
paid a cash dividend of $1 a year and 
capitalized excess earnings, re-invested 
in the property, with a distribution of 
4% a year in stock, paid semi-annually, 
This financial policy, under which 
physical properties were expanded to 
a major extent out of earnings rather 
than by resort to financing, contributed 
largely to putting the enterprise in its 
present almost impregnable financial 
position. 

Apparently the end of the stock divi- 
dend policy has been reached at least 
for the present, as seems proper with 
the system’s physical capacity around 
25% in excess of present peak load, 
Last January a 20-cent cash extra 
was paid in lieu of the regular stock 
dividend and in April the common 


was put on a regular cash basis of $1.40 


a year, well within present earnings. 

Selling around 30, or nearly double 
the year’s low, the common yields a 
return of 4.66%. This can hardly be 
considered a generous return for such 
an equity, even under present money 
market conditions, but reasonable al- 
lowance can be made for future poten- 
tialities. It should be worthy of semi 
speculative consideration in periods of 
market reaction. 








Foods shares and we do believe the 
company will benefit through the end- 
ing of the processing taxes. As a mat- 
ter of fact, only recently several sub- 
sidiaries of this company received tem- 
porary orders restraining the collection 
of AAA processing taxes. Last year 
General Foods net income amounted to 
$11,143,876, equal to $2.12 a share on 
the capital stock, compared with $11,- 
032,948 or $2.10 a share for 1933, In 
the second quarter of this year, how- 
ever, earnings per share amounted to 
47 cents as against earnings of 42 cents 
for the similar period of last year. The 
company’s strong financial position was 
indicated at the year end by current 
assets of $38,590,614, of which over 
$9,000,000 was in cash, whereas cur- 
rent liabilities were only $5,681,374. 
This company, as you know, is an out- 
srowth of the old Postum Co. and dur- 
ing the last 40 years of its existence 
has grown into one of the largest food 
manufacturing and distributing organi- 
zations in the country At the present 
time the business has been built up to 
include over 80 branded food special- 
ties and many of these are currently ad- 
vertised and distributed abroad. Even 
though last year the company sold the 
iargest physical volume of food prod- 
ucts in its history, the previous record 
year having been 1929, General Foods 
reported only a slight earnings im- 
provement as has already been shown. 
This was due almost entirely to the in- 
creased costs of operation under the 


— 


NRA. Of course, another factor 
which cut into income was the fact 
that taxes amounted to more than one- 
third of net earnings. The company’s 
management has maintained its trade 
position in spite of keen competition 
and its liquid finances are in excellent 
state. Operating economies have been 
effected and the management has con- 
stantly reached out through, for exam- 
ple, its Bird’s Eye frosted tood division 
to increase its income, and over the 
longer pull the possibilities for this 
branch of the busines indicate a very 
important source of profits. Earnings 
of this company should appreciate as 
consumer purchasing power increases 
and, consequently, we still maintain a 
constructive attitude toward the stock. 





American Gas & Electric 
(Continued from page 403) 





It should be added that the name 
American Gas & Electric could scarce- 
ly be more misleading, since 98% of 
its business is electricity, gas properties 
having been disposed of long ago. Next 
year will round out thirty years of life 
for this enterprise, during which period 
the communities served have increased 
from twenty to 1,200, with a popula- 
tion of 3,000,000 in 30,000 square 
miles. 


Recovery Fostered on Bust 


ness Principles 


(Continued from page 392) 





positors. Among the other notable 


beneficiaries of RFC’s helping and § 


rescue work are 73 railway compan 
ies, 1,221 building and loan 
tions, 204 insurance companies, 606 
mortgage companies, 951 business 
firms and 1,498 regional agricultural 
and livestock credit corporations. 

Styled and organized as a corpora’ 
tion, the RFC has transacted gow 
ernment business on thoroughly con: 
ventional business lines. It has been 
a rigid lender, making allowance for 
the fact that its work was one of pub: 
lic service rather than profit. There 
have been no scandals, and very few 
mistakes of a serious nature. It may 
not make a profit, in the remote end, as 
its prototype the War Finance Cor 
poration did in the 1920-21 crisis, but 
it will undoubtedly come close to a cash 
accounting for all of its lent funds. And 
as for its mandatory donations to re- 
lief, and its allocations of relief-and: 
recovery funds, they are on the con 
science of the Congress and the Presi 
dent. Both as lender and as donor the 
RFC has seen its duty and done it, 
using good judgment in the first capac’ 
ity and loyally obeying orders in the 
latter. 
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Gauging Security Values 
(Continued from page 387) 





emer 


characterized chiefly by stability repre- 
sent, for the most part, those which 
deal principally in consumers’ goods— 
commodities and services for which 
there is relatively small variation in 
demand during good times and _ bad. 
The common stocks of such companies 
as food processors, cigarette manufac- 
turers, drug manufacturers, shoe man- 
ufacturers, meat packers and motion 
picture producers, are appraised on a 
kasis which denotes the absence of un- 
usual possibilities for growth, but 
which at the same time recognizes the 
merit of sustained earnings. Earnings 
for this group may be capitalized on 
the average of from 6 to 8 per cent. 
Occasionally special circumstances may 
favor a company whose earnings are 
normally non-spectacular, resulting in 
substantial enhancement in the value 
cf its common stock. But the repre- 
sentative issues in this group, however, 
commend themselves to the investor 
secking income and only moderate price 
eppreciation. 

Those stocks which the market capi- 
talizes at anything from twenty times 
earnings upward are those of the lead- 
ing companies identified with indus- 
tries having dynamic possibilities for 
producing substantial earning power 
over the next several years. Paradoxi- 
cally, most of the industries compris- 
ing this group are those which were 
hardest hit by the depression and have 
to date shown but a bare minimum of 
recovery—manufacturers of electrical 
equipment, railway equipment, farm 
machinery, industrial machinery and 
steel. Of this latter group, it may be 
said that almost without exception cur- 
rent quotations are based upon future 
expectations. Certainly there is noth- 
ing in the late earnings of such com- 
panies as Westinghouse Electric, U. S. 
Steel and International Harvester which 
would warrant the prevailing price 
levels for their shares. Of the indus- 
trial prestige of these companies, how- 
ever, there can be no doubt and in a 
period of sustained recovery they are 
virtually certain to prosper. 

Further the investor would do well 
to observe the financial position of 
these companies as disclosed by the 
accompanying table. Working capital 
egual to $47.81 a share for Interna 
tional Harvester, and current 
equal to 10 times current liabilities, 
weigh heavily in the current market 
appraisal of the company’s shares. The 
same holds true of Westinghouse, U. 
S. Steel and others. 

The chemical stocks are the most 


1935 


assets 


favored group today, both for invest- 
ment and speculation, for it is gen- 
erally conceded that the future possi- 
bilities for the chemical industry are 
virtually unlimited. Millions of dol- 
lars annually are spent by the industry 
for research and the development of 
new processes and products. Natur- 
ally, new markets and new sources of 
income are being continually created. 
Chemical products are consumed by 
practically every industry and leading 
chemical companies had an excellent 
depression record. Further the chemi- 
cal industry is free from labor difh- 
culties and inventory problems. These 
cutstanding considerations count heav- 
ily in the market appraisal of the shares 
of the representative companies and if 
the current market indicates an average 
ratio of from 25 to 30 times last year’s 
earnings for this group, these same 
ratios may seem quite conservative in 
relation to the potential earnings of 
these companies, several years hence. 

In attempting to arrive at a basis 
for appraising railroad and_ public 
utility stocks, the factor of earnings, 
for the present at least, is overshad 
cowed by other factors. Not only have 
the utilities been the subject of severe 
political attacks, both national and 
local, but they have been compelled to 
accept rate reductions at a time when 
mounting costs are not being fully 
offset by increased consumption. One- 
fourth of the railroad mileage in the 
United States is in receivership and all 
but a handful of the carriers are hard 
pressed to meet fixed charges. Costs 
and maintenance charges are mounting, 
while traffic continues to lag. Under 
the circumstances, only the exception- 
ally favored utility and rail shares can 
be given anything better than a specu- 
lative appraisal of their potential earn- 
ings and until the situation in both 
groups is more clarified there is no 
basis for disputing the logic of this con- 
dition. A ratio of from 10 to 12 times 
earnings would seem to be the maxi- 
mum appraisal of these groups for in- 
vestment purposes. 


e 

Price appreciation is the primary ob- 
jective of common stock speculation, 
while increased dividends constitute the 
secondary result of improved earnings. 
Over a period of time, however, there 
is a distinct relationship between mar- 
ket prices and dividends. This may 
become more important with the pass- 
age of time, for there has been an in- 
creasing tendency for companies to 
deal more liberally with their stock- 
holders, as opposed to the former poll- 
cy of re-investing a large portion of 
earnings in plant and equipment. It will 
be noted on the accompanying chart 
that in the early years of the cen- 
tury, dividend-paying common. stocks 
sold to yield only a little better than 
4 per cent—or at 25 times their divi- 
dends. Even in 1929 stocks were not 
much higher on this yield basis than 
they were in 1902. Further it will be 
noted that at the end of the first quar- 
ter of this year on a yield basis stocks 
were nearly 1 per cent higher than at 
the end of the first quarter of 1934. 
Since the latter period, however, there 
have been a large number of dividend 
increases which have not been followed 
by a corresponding increase in the mar- 
ket prices of the stocks. 

In the accompanying table of repre- 
sentative stocks, it will be noted that 
the majority of them are selling con- 
siderably higher than 25 times divi- 
dends. In practically every instance, 
however, there is a distinct possibility 
of an increase in the present rate or 
the payment of a generous extra. Thus 
it may be generally concluded that a 
high price ratio to dividends, when 
supported by a reasonable ratio to earn- 
ings and adequate working capital, on 
a per-share basis, is a pretty reliable 
indicator of favorable dividend pros- 
pects. 

Observing the substantial ratio of 
current assets to current liabilities, fur- 
ther emphasized by reducing working 
capital to a per-share basis in the tabu- 
lated stocks, not only is one impressed 
with this indisputable evidence of finan- 
cial strength, but these ratios give added 





MARKET STATISTICS 


N. Y. Times 
N. Y. Times Dow, Jones Avgs. 50 Stocks 
40 Bonds 30 Indus. 20 Rails High Low Sales 
Monday, July 15 81.94 121.72 33.63 99.08 97.97 949,230 
Tuesday, July 16 81.98 122.34 33.59 98.80 97.53 900,850 
Wednesday, July 17 82.13 122.91 33.81 99.51 98.29 1,357,840 
Thursday, July 18 82.11 123.41 33.64 100.24 98.88 1,495,650 
Friday, July 19. 82.11 122.33 33.35 99.74 98.48 1,149,220 
Saturday, July 20 82.07 122.69 33.41 99.14 98.58 429,500 
Monday, July 22.. ; 81.99 124.10 34.09 100.35 98.97 1,369,090 
Tuesday, July 23.... 82.08 124. 34.43 100.94 99.65 1,734,340 
Wednesday, July 24... 82.22 124.60 34.31 100.37 99.58 1,305,690 
Thursday, July 25. ; ; 82.08 123.80 33.77 100.50 99.02 1,334,270 
Friday, July 26. ' 82.14 124.02 34.01 100.15 99.38 986,380 
Saturday, July 27. oes 82.20 125.27 34.32 100. 64 99.76 734,240 




















Over-the-Counter 














ACTIVE ISSUES 
Quotations as of Recent Date 


INDUSTRIAL 


Bid Asked 
American Book Co. (4) 70% 
Babcock . Wilcox (.40) . ¥* 
Bon Ami, B (*2) 


Colt Fire Arms (*114). 

Crowell Publishing Co. (41 134). 
Dictaphone Corp. (.75) ieee 
National Casket (3) 

Sol Mee a (8) 

Scovil Mf, 

Singer 


Wilcox, &,' ‘bie (1) 


PUBLIC UTILITIES 
Alabama Power Pfd. (7) 
Carolina Power & Light Pfd. *. 
Central Maine Power Pfd. (7) 
Columbus Rwy. Pwr. & Lt. Pfd. (6) 


Consumers Power Pfd. (6) 10514 


Bid 
Dayton Power & Light Pfd. (6)... 10934 
ersey Central Pwr. & Lt. Pfd. (7). 

sas Gas & Electric Pfd. (7)... 105 
Metropolitan Edison Pfd. (6) 96 
Nebraska Power Pfd. (7) 
New Jersey Pwr. & Lt., Pfd. ©. 
Ohio Public Service Pfd. (7). 
Pacific Gas & Elec. Pfd. (1. 50)... 
Pacific Power & Light Pfd. lem 
Puget Sound Pwr. & Lt. Pfd 
Tennessee Elec. Power Pfd. (6). 
Texas Power & Light Pfd. (7) . 
Utilities Pwr. & Lgt. Pfd 


TELEPHONE & een sal 
American Dist. Tel., N. J. (4). en 
Mountain States Tel. & Tel. @).. "381 12314 
Northwestern Bell Pfd. (614)..... 11434 1164 
Peninsular Telephone 11 1214 
Southern New England Tel. (6)... 12134 12334 


* Includes extras. 

















support to common stock values as they 
are currently appraised in the market. 
Further it should be borne in mind 
that today many corporations are in a 
stronger working capital position than 
they were in 1929, and during the past 
several years particularly not only has 
there been a marked increase in the 
shareholder’s equity through the reduc- 
tion of bank loans and funded debt but 
potential earning power has been ma- 
terially enhanced by the substantial 
saving effected by refunding operations 
at a low coupon rate. 








Business Prospects and Earn- 
ings Reports Dominate the 
Near Term Trend 


(Continued from page 380) 








to 19 points under the best levels of 
either 1933 or 1934—a market record 
which certainly can not be held to sug- 
gest any as yet dynamic change for the 
better in the general rail picture. 
Public utilities, after a fortnight of 
moderate but persistent recession, now 
show a modest upturn, reflecting three 
faint cheers for the recent insistence 
of House conferees on the utility bill 
that a couple of determined Adminis- 
tration lobbyists for the automatic 
death sentence for unnecessary holding 
companies remove themselves from the 
conference room. Whatever the out- 
come of this still unsettled issue, it is 
to be noted that for more than a month 
utility common shares have shown no 
ability to better the mark reached in 
the third week of June, a fact which 
would appear to suggest that an aver- 
age March-June recovery of some 38 
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per cent in this group just about rep- 
resents all the milk in the speculative 
coconut for the present, though the 
merits of many senior obligations are 
quite another matter. 

As for the general business outlook, 
the important features are rising steel 
operations, moderate improvement in 
residential construction, gradual recu- 
peration in demand for equipment, 
machinery and other capital goods; sus- 
tained automobile demand—and rela- 
tively stable prices. Neither in the 
volume of business nor the prices at 
which it is conducted, and neither in 
the aggregate of employment nor the 
weekly remuneration paid for it, are 
there any evidences of that disaster that 
was to follow the termination of the 
N R A more than two months ago, 
according to the gloomy forebodings of 
our political high priests. 

Perhaps this proof of the pudding 
is one reason why—along with the 
reminder that the Supreme Court is 
still in business—the stock market now 
takes Washington’s alarums and excur- 
sions less seriously. Some way or other, 


the beating of the political war drun 
sounds much less disconcerting thaj 
it did a few months ago. 








Happening in Washington) 
(Continued from page 385) 








“facilitating personnel” quota over 
the particularly related Congressmeg 
leaving all the picking to them. 


An edifying spectacle is afforde 
by the mixture of intellectuals and fa 
cilitating personnel in the same groupg 
Side by side will be found professogg 
who are as lacking in political guile ag 
a new-born babe and “facilitating per 
sonnel” who look upon all life as 
succession of wily plotting and pulling} 


While this Administration 
been strong on facilitating personnel 
and has deluged all the emergency 
agencies with superfluous employees 
the regular departments and executi 
agencies under the classified civil ser 
vice regulations have been starved in 
respect to material and personnel. In 
some units men and women have to} 
work endless overtime, while in the? 
emergency groups you can see men and} 
women bored to death with inactivity, 

At the same time the regular 
units have been perturbed for two 
years by the constant prospecting) 
of Hurja, Farley's Man Friday, for 
flaws in the civil service which} 
here and there might admit a ‘de 
serving Democrat.” 


The wonder is that administration, 
regular or emergency, as really good, 
as governmental administration gener’ 
ally goes. One explanation is that 
while many a bonehead gets into the 
temporary setups with ease he also’ 
gets out with even more ease. Hire 
and fire works as ruthlessly in some of 
these agencies as in the most brutal | 
private business. Pulls get you hired” 
but bulls keep you from staying hired. 








In the Next Issue 


What the Investor Can Learn from Recent Changes in 
Investment Trust Portfolios 





Opportunities in Preferred Stocks With Back Dividends and 
Recovering Earnings 
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